DOCUMENT RESUME 



ED 252 640 
TITLE 



INSTITUTION 

REPORT NO 
PUB DATE 
NOTE 
PUB TYPE 



EDRS PRICE 
DESCRIPTORS 



IDENTIFIERS 



UD 024 029 

Oversight of Food and Nutrition Service Programs: 
Food Stamps, Child Nut- it ion, and Commodity 
Distribution. Hearing before the Committee on 
Agriculture, Nutrition, and Forestry, United States 
Senate, Ninety-Eighth Congress, Second Session, April 
25, 1984. 

Congress of the U.S., f * hington, D.C. Senate 
Committee on Agricultm Nutrition, and Forestry. 
S.-Hrg. -98-995 
25 Apr 84 
69p. 

Legal/Legislative/Regulatory Materials (090) — 
Reports - General (140) 

{ 

MF01/PC03 Plus Postage. 

Federal Aid; Federal Legislation; *Federal Programs; 
♦Federal State Relationship; *Foodr Government Role; 
Hearings; Lunch Programs; *Nutrition; Public 
Agencies; Public Policy 

Commodity Distribution Program; Congress 98th; Food 
Stamp Program; Reagan Administration; Special 
Supplemen Food Program Women Infants Child 



ABSTRACT 

The Federal government's oversight of its food and 
nutrition programs is discussed in this transcript of a Senate 
hearing. Testimony is presented regarding food stamps, the school 
luncn program, problems of targeting tha needy, the Special 
Supplemental Food Program for Women, Infants, and Children (NIC), 
commodity distribution, surplus dairy product distribution, and other 
topics. Among the witnesses who responded to questions from Senators 
were representatives of the Department of Agriculture and the General 
Accounting Office (GAO). An appendix contains statements from 
Senators Jesse Helms and Robert Dole, Mary C. Jarratt (Assistant 
Secretary for Food and Consumer Services), Brian P. Crowley (of the 
GAO), and a 1984 GAO report entitled "Improved Administration of 
Special Surplus Dairy Product Distribution Needed." (KH) 



********************************************************************* 

* Reproductions supplied by EDRS are the best that can be made 

* from the original document. 

******** ************************************************************* 



S. Haa. 98-995 

OVERSIGHT OF FOOD AND NUTRITION- SERVICE 
PROGRAMS: FOOD STAMPS, CHILD NUTRITION, 
AND COMMODITY DISTRIBUTION 



£ HEARING 

BEFORE THE 

COMMITTEE ON AGRICULTURE, 
NUTRITION, AND FORESTRY 
UNITED STATES SENATE 

NINETY-EIGHTH CONGRESS 

SKCOND SESSION 

APRIL J*. 1!W4 



Printed for the use of the 
Committee on Agriculture. Nutrition, and Forestry 



0 

o 
-3 



US. KMRTMCm Of COUCATIOM 

NATIONAL INSTITUTE OF EDUCATKW 

tDUl AT SON Al RESOURCES Nif OHMA1IO!* 
CFNTIftitW.I 
^ Trie. ftKumrat h** bwi> t*pmdw.iHi a& 

Mtmi* f twntn Hev*- nwtdf* lu *mf#<n* 

frrf.f,t <V> IMit **•« n%UAi*f ***** Kj* W* 



x: >:.o 



ITS. fjm v KNMKNT PKlNYtNG OrfO 
WASHINGTON : 1**4 



ERLC 



2 



(VMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY 
JESSE HELMS, North Carolina, Chairman 



BOB DOIJh; Kan*a» 
RKliARI) r. LIHvAR. Indiana 
THAD CtXHRAN, Mi**M»ipp* 
RUDY BOSCH WTTZ. Minnesota 

rcx;er w jepsen. jowa 

PAULA HAWKINS, Florida 
MAKK ANDREWR North Daaoia 
PETE WILSON. California 



WALTER D. HUDDLESTON, Krertudky 
PATRICK J. LEAHY, Vermont 
EDWARD ZORINSKY. Nebraska 
40HN MELtm Montana 
DAVID H. PRYOR, Arkansas 
DAVID h BORBN, Okbhomo 
ALAN J. DIXON, Illinois 
HOWELL HKFUN. Alabama 



ORRIN ti HATCH. Utah 

Gfcoar.K S Di<NUtt\ Chirfnf Staff 
J Robert Franks, General 
Tabi. P K4«sr. (kwru! Cnunset ami Staff thfrvfnr fi*r tkt Minority 



o 

ERIC 



3 



CONTENTS 

M.lrher. Hon. John, a U.S. Senator from Montana, opening statement 1 

CHRONOLOGICAL LIST OF WITNESSES 

Jarratt Mary C Assistant Secretary for Food and Consumer Serviw,i**om- 
,« n i«l bv Vireil Conrad, Deputy Administrator for Family Nutrition Pro- 
£S£ Food 3 SoiTr^. and George Brale* Ifeputy Admin* 

tratoT forSpecial Nutrition Programs, U.S. Department of Agriculture 2 

Written <So« IfroTstmatar Je** Helms to Assistant Secretary Jar- 

ratt ana answers thereto. "^'jr^ 

Burke. Thomas J . Assistant Inspector General for J n ,^«^ f 
K Adkisson, Assistant InroecW General for Audit. Office of Inspector 

(knieral. U.S. Department of Agriculture ... ~ ;^i' u 

Additional questions submitted to the Office of Inspector General by 

Senator Jesse Helms and answers thereto ;; •■■ 

Crowlev Brian P . senior associate director. Resources. Community, and feco- 
iS'iimen. Division. U.S. ^rnl *^nt in« ^*T^ t 
hVstanlev S Sanrol, Group Director; Mel W. Mench, Food Stamp Audit 
M^^V Ralph Tow^IC Audit Manager, and Keith Fultz. Senior ^ 

counting Office, by Senator Jesse Helms and answers thereto 

APPENDIX 

Helms. Hon. Jisue. a VS. Senator from North Carolina, statement *l 

Dole, Hon. Bob, a U.S. Senator from Kl ^^^^^—~ ^ P ^r ire 
Jarratt, Mary V . Assistant Secretary for Food and Consumer Services, u> 

Deoartment of Agriculture, testimony of -■■ •„•■ 

CrSy, Brian I\ Senior Associate Wector. n^snurces, Commun.ty. and 
EconLa: Development. VS. General Accounting C^. stetement ^ 
Dtawa from the G AO April 25, 11*84 report entitled "Improved Adraini^ 
tSionrf Special Surplus Dairy ProdJct Distribution Program Needed 61 



4 



ERIC 



OVERSIGHT OF FOOD AND NUTRITION SERVICE 
PROGRAMS: FOOD STAMPS, CHILD NUTRI- 
TION, AND COMMODITY DISTRIBUTION 



WEDNESDAY. APRIL 25, 19M 

U.S. Senate, 

Committee on Agriculture, Nutrition, and Forestry. 

Washington, IX.. 

The committee met, pursuant to notice, at 10:30 a.m., in room 
SR-:nJ8A, Russell Senate Office Building, Hon. Jesse Helms ichair- 
man of the committee* presiding. 

Present: Senators Helms and Melcher. 

STATEMENT OF HON. JOHN MELCHER, A 11.8. SENATOR FROM 

MONTANA 

Senator Melcher. The committee will come to order. 

The chairman has been detained in a meeting downtown and 
will be here approximately within the next 15 to 20 minutes. How- 
ever, he has asked that I open the hearing, so we can get on with 
the business of the committee. . , 

1 am going to submit the chairman's statement for the record. 

1 would like to say at the outset that I have glanced through 
these statements that have been submitted while we have been 
waiting for this meeting to get on, and 1 think some of the points 
are well made. However, I find it a little bit odd that we are talK- 
ing about going into a mandatory work incentive program when we 
have not had much results out of those voluntary ones, or the pilot 
ones that were set up. So 1 would like some enlargement on that, 
Mary, when you get to that point I think that will be in your testi- 

m &id. I think everybody is going to agree on this idea that the 
States cannot have that big of an error rate, but let us see how we 
are going to force them and emphasise how we are going to make 
these States come up with a smaller error rate. I guess that your 

goal is a 5-percent error rate for the States? - 

Ms. Jarratt. Well, the threshold under current law becomes 5 
percent, this coming fiscal year, under this proposal, it would be 3 

^sStor Melcher. You would tighten it up then, further, even 
though it never got below 8 percent-it is at » 

Ms Jarratt. Moving to 3 percent would make food stamps con- 
sistent with AFDC and medicaid. The error rate is lower, sir, than 
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it has been for a number of years. In fact, with the greatest growth 
in the program that we have seen during the recession and so 
forth, the error rate has come down dramatically. I think there are 
some things that we need to do at the Federal level to help the 
States achieve that. I do think the key to getting error rates down, 
too, is to getting State involvement in money for actual benefits in 
this issue, instead of just administrative expenses. 

Senator Melcher. Well, why don't you begin any wa* you want, 
Mary. You do not need to read this into the record unless you want 
to, but emphasize the points that you think are most important. 

STATEMENT OF MARY C JARRATT. ASSISTANT SECRETARY FOR 
FOOD AND CONSUMER SERVICES, ACCOMPANIED BY VIRGIL 
CONRAD. DEPUTY ADMINISTRATOR FOR FAMILY NUTRITION 
PROGRAMS, FOOD AND NUTRITION SERVICES* AND GEORGE 
RRALEY. DEPUTY ADMINISTRATOR FOR SPECIAL NUTRITION 
PROGRAMS, U.S. DEPARTMENT OF AGRICULTURE 

Ms. Jarratt. Well, I will try to quickly summarize for you, Sena- 
tor.* 

First of all, I would say that I am accompanied by George Braley, 
second from my left, and Virgil Conrad, who are the deputies for 
the Child Nutrition and Food Stamp Programs, respectively, and 
we also have other FNS people here, too, to assist in responding to 
the questions. 

I think the programs that we have in the Food and Nutrition 
Service have functioned quite well during this economic recession, 
and now that the economy is improving, we have had on average 
21 million people monthly participating in the Food Stamp Pro- 
gram, which is the major program for food relief for families, but 
that means that we have had about 36 million participating on an 
annual basis. That means that 1 American in 6, roughly, partici- 
pated in the Food Stamp Program last fiscal year at some point be- 
cause of need. Fo 1 think the program is very responsive to need. 

Also, the gap between the allotment and the cost of the thrifty 
food plan has been narrowing dramatically. In 1980, the gap was 
$11.78, In 1983, because inflation is so much lower, the average gap 
between the benefit and the maximum allotment is less than $1. So 
the program is very timely, very responsive to current need. 

Also, we would like to highlight for you this business about the 
error rates. The error rate at our latest collection period according 
to our most recent data is down in the range of 8 to 8V2 percent. 
This is a preliminary number and can change because there is 
quite a lag between the collection of data and the notification of 
the States about their error amounts. We cannot officially release 
the error rote until we verify the data. But we are quite proud that 
the error rate has come down from over 10 percent in 1981 to the 
range of 8 to 8 ¥2 percent with our latest collection period. I think 
that is a tremendous compliment to both the States and the Feder- 
al effort that we have been making to reduce the errors. 

Of course, it is important that we maintain the dual objective of 
providing benefits in a timely manner to the recipients and to pro- 

*Sw p 4* for tht* prepared statement of M*. Jarratt. 
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tect the image of the program, whether it is in additional fraud 
m^utionor reducing the error rate. It is that dual objective that 
protects the program in the eyes of the taxpayer. . 

With our fiscal year 1985 budget submission, we are projecting 
an unemployment rate of 7,8 percent, which is conservative be- 
wuse unemployment in February of this year was already down to 
^ percent We are anticipating that the Pjogram ^W cover 
about 20 million people each month, somewhat down from what we 

ha Of^uJSfwiS l the revival of the economy and the recovery that 
we are seeing, jobs are most important for all people, Income 
people incluSdVand that would mean that our caseload would go 

d °We S^nfronting the rampant budget deficit for the next 
years, that the assistance of about 95 million meals a ^ ™ 
Way by the Federal Government is mute a substantial effort and 
does nbt need to be expanded upon. This in way^u^ for the 
State and local contribution that goes to feed needy people each 

I would like to turn quickly to the major legislative Proposals 
that you have mentioned. We do have P«P^^^ ld f«^ u r : 
ical eligibility for pure AFDC households, about one m every four 
food S : households. This is a simplification process, j*^^ 
standards are so compatible now. It would give the caseworkers 
more time to devote to other activities. ^ m „ _ 

We are proposing the community work experience program on a 
mandatory batS That is projected to save m the t £ 

coming fiscal year. We do baye some ^JP^ LT^t Lit I 
workfera projects, which I will ask Mr. Conradto go m justa 
moment Not complying with this provision would disqualify the 
households for 2 months. We think it is important to t^J*« 
households that are most likely to be able to work ana to get some 
commitment for being able to pay offbenefite ^ one im 
find a job otherwise, in a form of work that would be to the com- 

m Tte y saSn system that we mentioned is currentiy at 7 percent 
threshold, to go down to 5 percent under current la^^toterof 
this year. This proposal would make it 3 percent, effective October 
lS^.Tnd have mo^mpatibUity with AFDC and medicaid The 
States would have responsibility for the full value of pajm^to 
issued in excess of the standard, and not just a sanction on their 

^tth^kte^^als will certainly imp^manag^nt ^ 
reduce the costs, andyet not hamper the benefits or jeopardize the 
benefits of any needy recipient , w 

In child nutrition, the proposals are somewhat more lengthy, but 
perhaps less complex. We are proposing to ej^nd^suthonm- 
tion for State administrative expenses for 1 year. GurenUy, they 
are author^ for a 2-year period. The purpose of this proposal is 
stopty to ISS the amount of unused funding that States can carry 
over from one fiscal year to the next. . . 

^Tri^t^oHree and reduced-price applicatwns ha^gone 
very well this past school year and the error rate m tJwSchool 
Lunch Program is down. About 1 lunch in 5 was issued incorrectly. 



The error rat* is down more in the magnitude of l? percent now. 
We do have money in this proposal to reimburse foci stamp offices 
for the cost of giving notifications of .food stamp— eligible house- 
holds which certifies their eligibility or the progiam. This docu- 
ment then would be provided to school, food authorities, so that the 
household would automatically be identified for the authority, and 
there would be no need to verify a fix M stamp household s income. 

We are proposing an independent s fecial assistance factor subsi- 
dy for the reduced-price meal. This :,s because we think that the 
subsidy should increase as inflation increases. The current law, as 
you know, has the reduced subsidy fct 40 cents less than the free 
lunch and 30 cents less for break .'est- Thus, the reduced-price 
meals receive a higher percentage increase when the adjustment 
for inflation is made. 

We propose to consolidate the Summer Food Program and the 
Child Care Program into a grant. They would be funded at the pro- 
jected expenditure level for 1985 if the programs were left intact. 
We are proposing to fund the meal assistance for Head Start cen- 
ters, at present under the Child Care Feeding Program, through in- 
creased funding at HHS and the Head Start budget. We think that 
the grant would give more flexibility for the States to target those 
children most in need, and also would reduce the complexity of ad- 
ministering the program. 

We also propose to discontinue the NET Program, because that 
program has spent around $90 million since it originally was au- 
thorized. It was seed money. The States have had that money and 
have had the materials that they have developed to use. We think 
the effort is well established and does no* need Federal funding 
anymore. ' . . , „ ... 

We prow** to eliminate the direct administration of the Child 
Nutrition Programs. This is really a burden on our regional offices. 
States are coser to the people they serve, and they should take the 
responsibiihy tc administer those programs. It is an inappropriate 
use of Federal resources to directly administer the program at the 

We would extend for a year the authorization to use section 32 
funds to provide the commodities for School Lunch Programs. Enti- 
tlements would be based on the acti*al number of meals served 
during the previous year, instead of the estimate of meals that are 
projected to be served in the upcoming year. Thir gives a greater 
assurance o«" the level of assistance to the locality and should not 
be controversial v . 

We would extend the WIC Pro^jram for 1 year, and would elimi- 
nate the provision to require regular r» allocation of program funds. 
The WIC Program spencUj almost, at peak capacity, and we think 
that it is unnecessary to reallocate periodically within the year. 
There is o. very small pot of money that we are using for the radio- 

We would reduce the amount of administrative funding in Wit. 
from 20 to 18 percent. We r.re not saying to the States how that 
must be achieved. They will have the flexibility to design savings. 
WIC do^s I lave the highest administrative cost of any of our feed- 
ing programs, and we think that it could be done at a lower level cl 
administrative cos'-s. 
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This concludes my formal remarks, Senator Melcher. and we 
would be happy to answer any specific questions. 

Senator MeijCHEr. Well, 1 am going to ask one thing right away 
on Child Nutrition Programs and the School Lunch Program. You 
mentioned section 32 funds. That is easily understood. You distrib- 
ute that as money. Where do you add in the Commodity Credit 
Corporation commodities, all the cheese, for instance, that we have 
got and the butter, on the School Lunch Program. How do you 

handle that? ... • „ 

Ms. Jarratt. The Items that we declare bonus are given to 
schools for all children on a use-without-waste basis, and it is cur- 
rently averaging 10 cents a meal. Most of that is dairy, but there is 
some honey and other bonus commodities in there. 

The projected free meal entitlement is going to be almost 
$1.3», next year, so thnt would be 10 cents additional lor children 
in all categories of participation. 

Senator Melcher. You have already lost me. Mary. How do you 
handle it? You say 10 cents is the bonus* Do you mean you give 
them cash, or you give them commodities? 

Ms Jarratt. Sir. we give them the commodities to the extent 
that they can use them without wasting them. They can have as 
much as they can use, and it is averaging about 10 cents a meal 
per child, in "addition to what they are entitled to. 

Senator Melcher. Well, let's see. We b«ve got 27 million school 
lunches a day, 5 days a week, during the school months; is that 
right"' 

Ms". Jarratt. Well, it is more like JWVSs to 24 million meal.s^ 
Senator Melcher. Yes. It was 27 million, but you cut it back to 

23 million. ... , . . ... 

Ms. Jarratt. Enrollments have declined, but that is right. 

Senator Meuher. This is everybody who wants to eat there, 
right? Can vou get a bonus if you are an affluent kid.' 

Ms. Jarratt. Yes. All children get the bonus commodities re- 
gardless of income range. , 

Senator Melcher. Does this count the Special Milk Program.' 

Ms. Jarratt. No, sir, it does not. because milk is 

Senator Melcher. OK. So you are actually moving, you think, W 
cents worth of cheese, butter, and honey. 

Ms. Jarratt. Commeal is one of the additional bonus commod- 
ities, too. But the reason for the increased consumption at the 
bonus level is that a wider variety of dairy commodities are being 
consumed in the meal in addition to the milk Milk is one or the 
five components in the type A meal, but with all the processing ca- 
pacity and so fort ., the States are using nonfat dry milk to make 
ice cream, and they ..re making a variety of things that they serve 
in the meal, for baking or whatever. 

Senator Mkix her. Well, it is sure nice to have all this stull. I cl" 
not think we ever think how nice it is. We never hear too many 
people lament having all this surplus, and 1 think we ought to be 
thankful we have it. I am not sure what this means, since we seem 
to be getting more cheese in storage <ind butter in storage than we 
are distributing, and I do not quite understand that 

Ms. Jarratt. We are certainly not trying to escalate the invento- 
ry, Senator Melcher. 
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Senator Melcher. No, I know we are not. But I am just wonder- 
ing where, between CCC and the other segments of the Department 
of Agriculture, where the flaw is that people cannot seem to get 
enough to eat, although we have got a lot or it in dairy products, at 
least 

Ms. Jarratt. Schools are not the only outlet for the dairy com- 
modities. 

Senator Melchkr. I know they are not the only outlets. By law, 
there are lots of outlets, but despite the law, we do not seem to 
have the cheese and butter where people are at I am satisfied from 
what you are telling me — and I hope I am not jumping to any false 
conclusions, that as far as school lunches are concerned, you are 
using what is available and providing it without any hangups so 
these schools can have them, and therefore the kids can get a 
better deal nutritionwise, 

Ms. Jarratt. That is right. It supplements every child's meal 10 
cents a day. 

Senator Mklchkr. Now, you want to establish categorical eligibil- 
ity for food stamps for those people now on AFDC. Why haven t we 
done that before? We talked about it for several years that I can 
recall. What is the hangup? 

Ms, Jarratt. It was in the law, I understand, prior to 1977, and 
was taken out. But we feel that there are so many aspects of AFDC 
that are becoming parallel to the requirements in food stamps, and 
the benefits are usually administered from the same office, that we 
think it makes sense to consolidate administrative activities and to 
use the same application for the household, for a period 

Senator Melcher. I know, I know, but what is the hangup? Who 
objects to it? You do not know? 

Ms. Jarratt. Well, I am not sure that it is going to be that con- 
troversial this year. 

Senator Mfium eh Do the States like it? 

Ms. J ark ait. I think they will like it, because it will reduce the 
amount of time that they consume in processing the applications, 
and they can devote their time to other things 

Senator Melcher. I would think so, too. I am just a little bit 
mystified in my own mind why we are still talking about it, why it 
was not done last year or the year before, and who does not like it. 
1 am just trying to clear it up in my own mind. 

Vs. Jarratt. Well, I think that there was some question, and a 
valid question, that causes us to be engaged in a demonstration 
project now to review the idea of giving categorical eligibility or a 
simplified application for AFDC, medicaid, SSI, and food stamps, 
since they are all coming out of the same office, essentially. It is a 
program simplification issue, but you want to make sure you are 
not impacting the costs too dramatically one way or the other. So I 
think that was the reason for proceeding cautiously. 

Senator Melchek. I see where you want to eliminate NET. 1 am 
interested to hear what the States say about that, and get some 
feedback from the States. 

Second, I do not know why we take much stock, from this brief 
testimony, in this idea that we would eliminate direct Federal ad- 
ministration of the Child Nutrition Programs, They are there for a 
purpose. The States did not do it, and we thought it was still a Fed- 
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eral responsibility. Your testimony is so brief here, it does not 
really say, if the Federal Government does not do it, whether those 
States are going to have those Child Nutrition Programs or not. 

Ms. Jarratt. We cannot imagine why a State would not want 
the benefit for their citizens, and administer it like the bulk ot the 
rest of the population, because if it is a good benefit, the States 
ought to have some vested interest in administering it locally. Most 
people feel that way, and we think it is an undue drain on Federal 
resources to try to go in and make contacts with the local school 
board or other local agencies to administer a program, when, 
really, it should have a State's responsibility. . 

Senator Melcmek. I do not disagree, but 1 do not see anything in 
your testimony to demonstrate that these States are going to do 
that which they have not been doing. I well know why Congress 
directed that if the States do not do it, the Federal Government is 
going to do it, because they are thinking about the children. I do 
not see, from your brief testimony here, any evidence that if the 
Federal Government backs out of it, the States are gomg to pick it 

UP Ms. Jarratt. Well, it is not that the Federal Government is not 
concerned about the children. We think the States ought to be just 
as concerned in administering- — 

Senator Mklcher. I do, too, but what if they are not? That is the 
point. What is there to demonstrate? 

Ms. Jarratt. Well, then, I think they are the ones to answer. 

Senator Mki-chkr. Well, you know, you are working for the fed- 
eral Government, and so am I. 

I guess what I am saying, Mary, is this. We would have to have- 
at least I would, for my vote— have to have some evidence that the 
States, yes indeed, are going to pick it up. But who can quibb'e or 
quarrel with the fact that, yes, they ought to; I just want to know 

1 Ms th JARRArr. WeU. if they are not confronted with it, they prob- 
ably are not going to volunteer, since they have a good deal gomg 

""Senator Mklcher. Well. I don't know. There are always two sides 
to every coin. The reason that most States do it is because they do 
not like the way the Federal Government does it. So they step in 
there in between. I have never been convinced that that is neces- 
sarily beneficial to anybody, because then, you have got two bu- 
reaucracies, and you wonder what falls through the cracks. But 
nevertheless, most States do it. I guess my concern would be that 11 
the Federal Government is going to drop it, does that mean the 
States are going to pick it up? , _ A .„ . , .. „„ 

Ms. Jarratt. I think it will mean that the States will pick it up. 

Senator Mklcher. Well, I think, at least to get my vote, Mary, 
you are going to have to give me more stuff to show me that, so I 
can know that. _ . . 

Now. let's move on to this work requirement. It seems rather odd 
to me that in this, the fourth year of President Reagan s adminis- 
tration the administration is just getting their act in order to taiR 
about work requirements for welfare people. Has this administra- 
tion given us a wor'-fare program of some type for welfare people 
like Nixon did? 
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Ms. Jakkatt, We have proposed a mandatory work requirement. 

Senator Mklchkr. So you have not come up with one of those, 
even though the House of Representatives twice voted on and 
passed the Nixon proposal in the early seventies. So this adminis- 
tration is going to corafe at it through the Feud Stamp Program in 
the Department of Agriculture. \ 

Ms. Jakratt. Well, the AFDC Program is proposing a program 
that this one is modeled after, Senator Melcher, and 1 will ask Mr. 
Conrad to speak to that. 

Senator Melchkk. Well, yes, lets have something from Mr. 
Conrad on this so I can get enlightened. I may have missed a lot of 
things. 

Mr. Conrad. Senator, we have been studying this issue since our 
first set of demonstrations in July of 1979 and 1980. We continued 
those sites and had 14 study sites in December of 1980 through Sep- 
tember o£ 11)82, and some of those sites have continued. 

The concept of the community workfare, and what we have tried 
to do is design some flexibility for the States, even though we 
would make it mandatory. The States would only be required at 
any one time to provide community work opportunities or jobs for 
75 percent of the eligible ^pool. Now, that is a significant change. 
That would give the States the flexibility if they had' recipients 
who had transportation problems that could not get to work, if 
they had problems of unusually high unemployment in some parts 
of the State, not to be required to have a workfare' project. It gives 
States some flexibility. 

Second, it comes down to basically a philosophical issue where 
we believe— and our demonstrations have shown— that individuals 
who are given the opportunity to work, gain work experience; it 
gives them the opportunity to contribute work to their community. 
It enables them to provide a service for the welfare benefits that 
they receive back to their community. Some of our research and 
demonstrations in California show that the women who go through 
thest? programs end up getting jobs that pay more money than if 
they did not have the work experience. The key is how you struc- 
ture the program. 

A recent article from an AFDC project in the State of North 
C arolina showed that where, if it is structured properly, if you take 
the individuals and you first give them counseling about being a 
good employee, about good employee relations, if you have them 
tied in to the employment security office, where they are .given an 
opportunity to go for job interviews, and if you put them in a 
project where they are gaining work experience every day, the 
pavoff is exemplified bv the lady in this article who was getting 
#202 a month in AFDC benefits, and she went into the work 
market making over $700 a month. So that kind of concept, if it is 
put together, will work. A workfare project, if it is just "make 
work," just for the sake of going out to work, if participants arc not 
taught job skills, and if they are not taught how to go out and 
interview for a job, that will not enable participants to get a job. 
But if workfare is structured in the manner thai I desribed, it is 
verv successful. These demonstrations, were conducted in the State 
of South Carolina when I was the commissioner there, in Berkeley 
and Greenville County, and the local people liked them very much. 
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But the problem that we are dealing with is illustrated by the 
State of Florida, where the local general assembly is debating the 
merits of whether it should be statewide, or it should be local on a 
voluntary basis. We feel that we are going to have to provide some 
impetus on the national level, saying that these programs need to 
be statewide and that they need to be reasonable. We only ask you 
to do 75 percent of your eligible pool, so you have the flexibility 
with the people. And the bottom line is, if workfare is set up prop- 
erly, we believe that the evidence would show or suggest that 
people will move into the private employment market faster. 

Senator Mklcher. Well, that is a pretty big "if '-if they are set 
up properly. I am not arguing with anything you say. I just do not 
know where the resources are to set them up. I do not think you 
can set up a training program like you hav* described in North 
Carolina without a considerable amount of financial resources It 
States have those resources, wonderful. My experience around here 
is that States say they do not have those resources to set up any- 

th Mr Conrad I believe that there are two benefits that the States 
get out of the workfare projects. The first direct benefit they get is 
a reduction in the outlay of their costs for the aid to families with 
dependent children benefit. That is the first one, and the second 
one, of course, they get the increased revenue when a person goes 
to work. So it is a two-pronged payoff. We pay 100 percent or the 
benefits in the Food Stamp Program, and so it is not just a human- 
itarian effort on our part to try and enable people to connect with 
the work environment. We believe that the States need to have a 
little bit of incentive, in fact, in the requirement. With our pro- 
gram, they are going to be reluctant to invest some of their re- 
sources to help their citisens, for which we are raving the full un> 
percent of the food stamp benefits if they are no working, move 
into the employment market. 

Senator Mklcher. I do not want to sound negative on what you 
have said, because what you have said has been very constructive. 1 
just find myself reluctant to believe that we have gotten ourselves 
in a position, through food stamps, to provide the mechanism to ac- 
complish what you have described. If a State can provide this, 1 
think it would be most meaningful in the lives of a tremendous 
number of people. But you really have stressed the key part, and 
that is job training. . . . . _ . . 

Mr Conrad. For job training and joo search, the federal Gov- 
ernment is willing to be an equal partner in sharing administrative 
costs with the States. We are willing to pay 50 percent of these 
costs 

Senator Mbu hkr 1 think that is good, and I think it is highly 
constructive. 1 just do not know that we can move into it with food 
stamps. 1 was very interested years ago in what we did with the 
Nixon bill. 

Mr. Conrad. In the AFDC families. 

Senator Mklcher. Yes. As I said, the House twice passed it. But 
it carried with it the important element of job training, which was 
kt-y. as well as child care facilities, plus the incentive of keeping ail 
of what you made but only having your welfare check reduced ;>0 
cents on the dollar. It had* the key elements. What you are propos- 
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ing here are very similar to that but just limited to food stamps, I 
do not want to sound negative. 

T r. Conrad. 1 understand, Senator. 

Senator Melcher. If we can make it work, I am for it. But I 
doubt we can get it all in order this year. This is a big project, and 
a very meaningful one if we can do it 

Mr. Conrad. We have been very careful to not create an addi- 
tional burden on the States* to construct our workfare project so 
that it would he compatible exactly with the AFDC Program, so 
that the same site and can be used. I would just add one or two 
other comments. The average work time that a food stamp recipi- 
ent would have to spend on a work project amid only be 35 hours 
per month, leaving ample time, certainly, to look for other work, 
tfe would not require anyone to work more than 120 hours com- 
bined to satisfy their their food stamp and AFDC work obligations, 
so that we could assure time to move and look for work in the 
economy, because the ultimate objective is to link participants with 
a job and to move them into that independent status, so we would 
try to provide those things. 

Ms. Jarratt. It is targeted to the ones most likely to be able to 
get the jobs. 

Senator Melcher. Thank you very much. 

[Whereupon, Senator Helms assumed the Chair.] 

The Chairman. Senator Melcher, I appreciate your covering for 
me. I think this is the first time I have been late for a meeting of 
my own committee, but I was tied up downtown with a matter of 
some consequence to North Carolina. But i do appreciate it, and I 
apologize for being late to you folks. But 1 know you enjoyed Sena- 
tor Melcher. 

Let me ask a few questions, largely for the record. 1 learned a 
long time ago that it is wiser to ask only those questions to which 
you think you know the answer— at least, that is an axiom in the 
courtroom, though I am not a lawyer. 

Tell me about the statistics that you may have, assuming that 
you have them, about the relative value of purchasing power of 
food stamps, compared to a few years ago. Did you already cover 
that? 

Ms. Jarratt. Just in passing remarks in the general presenta- 
tion before we began the questioning, Senator. We ran provide a 
chart showing the actual coupon value and the cost of the thrifty 
food plan on a yearly basis for some period in time. But in 1980, for 
example, the cost to buy the thrifty food plan was $219.78 for a 
family of four. The maximum allotment for a family of four at that 
time was $208. In 1983, the average cost of the thrifty food plan is 
$253.59, and our allotment value is $253 for a family of four, so the 
gap has closed, within a dollar of the allotment being equal to the 
cost of the plan. That is because food inflation has gone down over 
the last several years. We will be happy to supply a year*by~year 
charting of that for the record. 
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The Chairman. 1 would think that would be important. I guess it 
is sort of like Mark Twain said about the weather; everybody talks 
about feeding the hungry, but nobody really understands a number 
of aspects. One is the impact of inflation; second, the impact of 
abuse of the program. You folks are making strides in that, but 
you have got a long piece to go yet. But a journey of 1,000 miles, I 
think somebody said, begins with the first step. 

Finally, I find that my colleagues in the Senate do not really un- 
derstand the enormity of the cast of overlaps, for example. I have 
often used the illustration of tike free lunches at school and the 
food stamps still being given to cover those children at home. Now, 
somebody is being treated unfairly. If you are going to continue to 
give the food stamps for those duplicated meals, then what about 
the people who do not send their children to school? You cannot 
have it both ways, I tell the Senators, 

What is the duplicated cost of that one thing? 

Mr. Boney> $600 million. 

The Chairman. $600 million And some of the Senators gasp and 
I hey say, "It cannot be." But the slightest adjustment and tighten- 
ing of the program with no intention whatsoever on the part of 
anybody to deprive needy people — as a matter of fact, the needy 
pt*opie are the ones who are being hurt the most. 

Well. 1 believe Tom told me that you had discussed the error rate 
in the Food Stamp Program and its 

Ms. Jarratt, Its decline, yes, Senator, 

The Chairman. Right, Now, suppose, just for the sake of consid- 
eration, that you should have a tougher error rate sanction, some- 
thing like H percent. Would you reduce the error rate more rapidly 
if something like that were imposed? 

Ms. J ark att, I believe we would, Senator, because a lot of nhat 
is necessary for the reduction in error rate is technical assistance. 
We have provided that. A lot of what we still need is simplification 
of the program. We are still struggling with that, and we need 
some congressional support, more than what we have had, to sim- 
plify the program structure. But we also need State involvement in 
the* benefit levels. That is what occurs in AFDC, and that is why 
other assistance programs are able to do well wit** J lower error 
threshold. They have some State commitment to the moneys that 
are spent, other than just administrative moneys. I think there are 
a number of elements in reducing the error, but that State involve- 
ment is very critical. 

The Chairman. Well, we had Peter Grace and some of his associ- 
ates here some weeks back, and we were trying to compare or con- 
trast, as the rase may be, across the board a number of Govern- 
ment functions, as opposed to the way businesses operate in this 
country. I am not sure that the private-sector system would toler- 
ate even a 3 percent error rate, you know. 

We have heard some complaints from State and local administra- 
tors who do not want to continue the monthly reporting and retro- 
spective budget provisions which were just implemented in Janu- 
ary. Do you still have a pretty high degree of confidence in these 
antifraud provisions? 

Ms. Jarratt Yes, Senator, we do. We have granted a number of 
waivers, so that currently, only about one^quarter of the food 
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stamp caseload is subject to monthly reporting. The waives have 
been granted based on what the States tell us about how monthly 
SrtmTwould play with the way the errors are occurring in the* 

^¥oTsmne P States, it is ^.f'^XT^is^of^hS; 
Dortinit to public assistance households; with others, it is not. wnen 
iSef cSi P show St to our regional offices, and «mvu*ce us we 
have granted a substantial number of waivera A lot of people 

think It is an onerous ^J^™*/^™™^^^*^^ 
fusinfi and befuddling. We have done a demonstratton project on 
mSirrap?rtmg and retrospective budgeting., and we have found 
SS^eTSSSnente are Solace, the ~^»^5^ 
with them, and did not find the ^Tf^l^^tll U* tf 
♦hat there were some participants that lost benefits, but a lot 01 
ptorfe^oi^vetost^efits. There are some precautions 
hereto protect people from being just automatically Jgm«»t- 
ed In Sher words, Ua report does not come in, and it looks like « 
htulShd^ is S to be terminated the houaehoM » gnrcn i 
nc ice; and an opportunity to make fdjurtn^ntato the fite.SoitJs 
not just automatic termination. We think that some of the data we 
are getting from the demonstration i project is quite Pf^«"l^ 
dicatethat monthly reporting should be retained for those types of 
raises where it is cost effective. _ . , • 

X Sman. I saw a story in one ***W™ A ™£Z£. 
the Charlotte Observer, I thinl it was, ^ quoted Mr. Green^ 
stein very extensively^and of course, Mr. Greenstein is always 
positive and sometimes right-but he was 

Sets more, that it is just an added burden on the Bystemanddoes 
notdo anv Rood. Now, I do not want to get you m a pitched baUe 
wfth MroStein, but I for one reject that notion^ WllteUyou 
something else. The administrators on the ground m Nort* i Caroli- 
na S whom I have talked, ^l^^^^^^i ™ 
propaLunda. I will say that to his face, and I will say it any time it 
comes up, because it is just a false statement 

Ms. J arratt. Well, there are same 
think some of the confusion that People peiwive about MRRB is 
associated with the startup element of it It costs about 5 or 10 per- 
SHeriLj! "addttSSl? >to administer. But what youcan savem 
S eESion of the nSissued benefits ff^c^or admn,£ 
more significant than what small amount 1 t m ^^T!.L j v „^ „S 
traUoTwe do think that 

that high, really-are associated with thejfartup^ There ^some 

^Wewm'K^tonal data from about five or ri* demo^tra- 

%JS^WyS& to this buaina* of ^rror 
rate it is significant to me that once we began cracking down, the 
Sates aflTa sudden found that they coola bnng^wn terror 
rate. It is true in my State, and I am sure, all across thecwntty. 
But it is so easy for the States to spend money that they do not 
haw to raise They do not have to tax people for the Food Stamp 
521™/«nd ^therefore they pay little or no attention to it until 
^^y^^^n^lc, says. "Look here, your error 

17 



;»7 W. r . O ~*i 



14 



rate is 14 to 15 percent," or whatever. Then, all of a sudden, they 
find out that they can, after all, do something about i*. I think it is 
your responsibility, and I think it is the responsibili of Congress 
to encourage them to do something about it 

I am not sure that I agree with all of this business of furnishing 
the money from the Federal taxes, taken from the people, and 
giving it to anybody to spend with a high tolerance of errors and 
mismanagement. That is all we are getting at That is all I am get- 
ting at and I assume that you feel the same way. 

There are a lot of concerns from parochial schools that the ad- 
ministration proposal to eliminate direct Federal administration of 
Child Nutrition Programs will result in their elimination from the 
program. Have you made any provisions for these schools? 

Ms. Jarratt. We have not, Senator. It was not in our proposal. 
But we would entertain a contract idea, perhaps. We would be will- 
ing to talk this over. We think that it is very important for the 
local people to administer these programs if they want the benefits 
for their citizens. The benefits are there. The vast majority of the 
population like the fact that they have hands-on relationship with 
the delivery of the programs. In school lunch, for example, we have 
some Federal requirements, but the locals design the meals. We 
think they should. We think the local participation is important 
But if there is some really valid reason that they cannot then we 
would entertain some kind of relief for it But we think that some 
of the regionally administered programs are being carried out that 
way because it is a free service, and actually, it is costing a lot of 
money to go in and make local contacts and try to determine local 
food preferences and so forth, to federally administer a program in 
a small town that is far away from here. 

The Chairman. GAO, in a report earlier this year, recommended 
establishment of greater guidelines in distribution of commodities 
to the States, about eligibility for participation in the distribution 
of free cheese and perhaps other commodities. 

Have you implemented the GAO's recommendations, or are you 
working on them, or what? 

Ms. Jarratt. Well, we issued interim regulations in December of 
last year, which required the States to use some kind of income- 
tested program as the focus point for the delivery of these foods to 
households. Most of them are using AFDC, or SSI, or medicaid, or 
some income-tested program. We do not think it makes sense to set 
up a separate income test for a program that has a relatively low 
dollar transfer, and we think that the use of other public assistance 
programs for a definition of the people who should receive it is a 
perfectly legitimate one, and we think that is working well. 

I think the concern came about when the distribution of com- 
modities became so high last year, and there was a large concern 
about displacement. Of course, the higher the income of the recipi- 
ent, the greater the concern about displacement. We think that we 
have greatly lessened displacement concerns by applying this gen- 
eral kind of income test to the eligibles. Also, we are able to pro- 
vide 35 million pounds of cheese and lesser amounts of other com- 
modities a month to needy people. We think it is a useful supple- 
ment and that a big program should not be built up around what 
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we hope is a temporary program, only to the extent that the inven- 

^"cHAiEMAN. Well, I hope it iB^aKjy 
the responsibility of this ^^^^^t^^^^^Si 
we are^iilding up are just horrendous The more we try to wore 

10 cento additional oyer the entitlement I *™?f. ™*JJ°Jr Sea 
where these foods go. I think there is a perception, that we have a 
loTrf SSatwV are not distributing, winch « not ^ue- They 
are taKy committed for other P"g«™- ™J*JS£%£ 
dairy usage in schools, for emerge^ feedings and every outer 

kiwfof feeding program is f^fSaSiSS'imt This is an- 

The Chairman, let us go back to that UAU ™P°J x i ' "!° 
other thing that is confined in the minds of a lot P^JSJW 
S .^tSmsrf Mack and white, poor people and not l»P>£- 
a n wTseoaXB.y. weU it to no^ th^ ^ f^ lw«h 

^ftf* ^mm^attiS^SiuKto toXe the defied, 

catkm, whatever, rum into hundrafa of £riculture 

M riS*TW thMfemily hri 
partum mother, or a child up to ^f^J 1 ^ aHc ifS 

ki ^^^T^l^^^ w Ss i !A , ^ 

be very hypothetical to see the fiscal awkwardness of tne scnooi 

lU Ms!l Pr !S a fiAO renort. as I recall, indicated that most student 
AK A ^ S» has been from children in 

higher income families. 

reduced-price category is now ^ l ^^^^ t duld^Vfe 
ticipaUon in the paying category, the most 4 , 
down, and we think that is appropriate. Also, there has been a *- 
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percent reduction in enrollment over that same period, and the 
Congress, I think, rightly, eliminated the private, high-tuition 
schools and a number of other institutions that accommodated chil- 
dren from more affluent families. I think that what we know now 
is that the program is better targeted to the more needy child and 
that all the allegations that the program is going to cave in, if we 
reduce the paying child and so forth, are completely unfounded. 

The Chairman, Well, as a matter of fact, the young people from 
lower income families, the number of them participating in the 
School Lunch Program has been pretty stable, hasn't it? 

Ms. Jarratt. That is right. 

The Chairman. Do we nave the statistics on that— if not, I would 
like you to provide it for the record, if you will. 
Ms. Jarratt. George. 

Mr. Braley. Yes, Senator. The number of free meals served each 
dav has been relatively constant- In fact, comparing a year like 
1980 with last year, there were 10 million free meals a day in 1980 
and in 1983, there were 10.4 million, and those go to children from 
famiies below 130 percent of poverty. 

The Chairman. Thank you. Weft, I think that 5s about all the 
damage I can do. Do you have anything to add for the record, any 
of you? 

Ms. Jarratt. No, Senator. We appreciate the opportunity to be 
here. 

The Chairman. Well, I appreciate your coming, and again, I 
apologize for being previously detained, but this is one of those 
times. Jim Buckley used to say when he was in the Senate that he 
was convinced that there was a little computer down in the bowels 
of the Capitol somewhere, that cranked up every morning at 6 and 
had him scheduled to be three places at one time every day, and 
that is about the way all Senators are. 

What we do observe here— and not many Senators are attending 
this hearing, but they know that they can read the transcript, and 
I shall encourage them to do so. 

Ms. Jarratt. We will be happy to reply to any questions they 
may have. 
'Hie Chairman. Very good- 
Thank you very much. 
Ms, Jarratt. Thank you. 

[Written questions from Senator Jesse Helms to Assistant Secre- 
tary Mary Jarratt and answers thereto:] 

Question /. What correlation, if any. e\i*te between those States that haw high 
overissuance error rates in the Pood Stamp Program and those State* that haw 
high under issuance error rates? 

Answer There is some correlation between thgee States that have high overis- 
suance and underissuance error rates in the Food Stamp Program but the decree of 
the correlation changes from period to period. For -example, in the second half of 
Fiscal Year 1981, four State* are among the top id with the highest error rates in 
both owrissiiance and umkrtssuance. However*.!!* the first half of Fiscal Year 19BH, 
there » only one State among the 10 with the Highest error rates in both categories 

A more important correlation between ✓ overissuance ami underzssuance error 
rates concerns how the error rates have d tanged over time. In other words, whether 
reducing the over-issuance error rate qUo reduces the underiasuance rate. The na- 
tional overksuairce error rate has decreased since 1988 white the national umlera- 
suance error rate has remained about the same. However, preliminary study indi- 
cates a positive although statistically insignificant correlation between overmuance 
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reductions in the underissuance c .™^*n^,rtiiu.nt _~ completed administrative 
" er«£ that tht «M>> ^•V&SXSZTi Wrfrt? Sww by Ih, 

r^y make a difieTent determination Jan the F^ m JXr5ment ^ thf . sanction 

•"^i^oS^i^K 14. !«•■ unpiementing *ud«y control sanc- 

'IntpXLuvais preview of f CcS' B^rSablLshed in Kay 1984. 
Task Force to conduct a ™J}™»^^,^ refornw adopt 

Quotum J. As we d«c«^a. ^^^SnctoT^ST^. a recent GAO 

ed in recent years has been the ^ r ^^S ^eeTc^lected. When does the 

spatsa^ appUed to 

resolting from the e^^jw "^^"^^ cSrtTTwVXr States (Alaska 
pe iod Connecticut is ^*e^ ng thffl ^ction in ""^-J^ resolution of 

Snd Armma) Be have bee^d ed. ^'^X^nSwlTSnue to make 

SS^^c^M «— ** 

provisions of the statute. Ul>flnrtrt i ^ implementation of monthly 

-fe? rag ^lraSf?^«=-™ 

rates may increase. Th» ^Tl*" ^SecS^e^Sstratkm project is 
computer software problems ^^^^SSm/^S SquinSs snbiect to 
over nw The State » J^ftj^l SrmtedTour anlaysis of error 

waivers. However, when »^ rtu P P^^.^i^^lnor decreased the error 
rates indicated that monthly re^rtm* ffjSJS&^S^mma^ 
rate. This result n«y indicate P°^„^ii^ I *^^ti n ^ nx ^ure« by not requtr- 
tion project differed from the currentj pro™ ^g^f^^nod for control- 
ing ^^^J^^^JS^^A^er^^S^ increase under the 
Ung error in the current system. ,™L..^*»«S\m«^!v reporting controlled errors 
monthly ^^rtinRjtor^^ in conjunction 

as effectively as recertilkaUons. If ^^rreP^JW ^ g^t error rates might be 
with recertirKntu,n .nterview^ rt » ™a*™™ e J^g^ direct evidence on this. 
reduced However, the Illinois study ooes no* rf , ,« 

We a^icSr -uin« ^-^^^ apP^mate percentage of re- 

cigen^^ 

C TnWr!\e have P"""™*^*^ 
required to submit monthly rejwrt iorma. 

percent monthly reporters. 

Ret intent* required to **hmit mtmthh report* 

Stat* 

Northwest: 

Connecticut ' SsVO 

Mainr 

ftlassnchuHHtft 

New Hampshire 
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Statr tofxxnl 

New York 16-3 

Rhode Island U 7 

Vermont 10.3 

Mid- Atlantic 

Delaware 40.0 

District of Columbia 1&75 

Maryland 200 

New Jereey 19,0 

Pennsylvania 21.0 

Puerto Rico 

Virginia 19.0 

Virgin Islands. 16.7 

West Virginia 18.6 

Southeast: 

Alabama - 6.0 

Florida - 11.01 

Georgia &0 

Kentucky 16.6 

Mississippi 33.0 

North Carolina - 9.16 

South IWolina 9.8 

Tennessee 7.4 

Midwest: 

Illinois 14.6 

Indiana 46,0 

Mkhignn 85.5 

Minnesota 63.0 

Ohio 

Wisconsin ». 31.6 

Southwest: 

Arkansas .... 10.4 

IjOUHiann 37.3 

New Mexico 61.1 

Oklahoma 35.7 

Texas 13.5 

Mountain Plains: 

Colorado 24.8 

Iowa 30.0 

Kansas 510 

Missouri 39.0 

Montana **9.5 

Nebraska 4H.0 

North Dakota 82.0 

South Dakota 74.0 

Utah 43.0 

Wyoming 86,0 

Western 

Alaska 97.0 

American Samoa 

Arizona.. 32.6 

California 91.0 

Guam H7.4 

Hawaii 63.7 

Idaho 88.1 

Nevada 60.14 

Northern Mariana Island - 

Oregon ~ ~ ~ 56.3 

Trust Territory 

Washington 85.7 

Question ft You mentioned that you might have some additional information on 
monthly reporting baaed on demonstration studies. If you have completed that, 
would you describe the findings? 

Answer We are in the proem of reviewing ami clearing tin final reports of the 
Illinois monthly reporting demonstration project which should be released this fall. 
The study had four major areas of analysis to assess the effect of monthly reporting 
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on: A*«n*aU. payment and caseload fcvei* payment accuracy .error rates!; ad- 
ministrative casta; and recipients. !«,ni«nM»tation oroblems due largely 

—res — «* * 

Wifianlly different for^™"* 1 ) ^S^SS^ terror r*» after conMrfliW for 
ftivr.«.l ofr»^--Tt«™ "TlilZlTT^oS ttart <E ^emoMtmlkm differed 

that were eligible for benefits. . tm ™„ ^ 8U ggestions for Food 

Qw«twn 7. At earlier ^^"S £3535^ SsTand 19H2-bvi 
Stamp Program *^2fJ2S^^mmt nSu£S?&e3lcato.^mimenia. 
whkh have not ^ i »^^^ B Sry^3^Knnt to applicant* 
turns have been made * £^ m™3.!*dta Section 1311 of the Agriculture and 
but also to ^P»«rts jUSbus Budget RecSlndlia. .on Act 

»*«r ^^.r^hwfeMnTreductwti in benefits in another welfare program 

Silt, for Wontorily oumwg «'*^^«^'^Sr^/X««reh pub- 
gram s work requirements has ; shifted ^^^vL^ about this 

E on vowkfareV wiil ^1 Sf- the provision to ensure 
Similar compltcations have delay^niplen^totiw oi ^ reduced 
that food stamp benefits do not increase when her weiiare p^yn.™ w 
toJSSSSS rules TO« Pr-^on ^^f^^^ P ^^0! ceXi 
po8ed th t rf^loS^riT^^fbn^S oEiate, and officials 

3h"Sm3? moving tn «m« ». l-™Pt H-** 

tion , , - nnwMikins from 1981 and 19^2 legislation that 

There are only a couple of other ^^^^^^^^nama more fle*i- 
S i« peed to be ^Q«1»J ^p^f^oftte\?SK»tioo period* 
ble time frame to no^y house^Cte cawe Another 1981 provision allows 
^S^tiSi? v^c^^^rd.^" not nffitor, and is 
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being emimined further. We are also continuing to work on the tames relating to 
work requirements. 

Quevtum A The Department has changed the procedure** involved in implement- 
ing the work registration requirements of the Food StatTap Program. Yet I under- 
stand that acme States are not performing work rerafratW What * the current 
g^^^^mrd to how many States ore not performing any work registration? 
How does the J^^nent mtend to ensure wforcetmnt of the work registration 
reouirements of the Food Stamp Act in these States? 

Annwer. All States are currently conducting work registration as required by the 
regulation* With regard to the job aeaich program, States participate and receive 
funding by contracting with the VS. Department of Agriculture Currently. 41 
States are operating a job search pregram. Under the <*mtracta, these States receive 
full funding for their job search activities, Because the contract relationship is vol- 
untary, some mates have elected not to participate. The Department strongly en- 
courages all States to participate in job ee*rch ^ V 

&}?*™ * J*» Geo ^ 1 Aowwrittng Office completed a report in January 1882 
* hK *j *«*«t*d that millions of dollars could be saved by improving the AuthorW 
^ T?*?^ 1 ^ system which am used as the issuance system for about 75 per- 
gj* of the Food Stomp Program. What actions have been taken & improve the sy* 
terns fiscal integrity, as recommended by the GAO? Specifically, what has been 
done to ehm^te Federal expenditures associated with duplicate issuance and ns 
demptton which the GAO estimated was costing about W million annually? 

Answer. The Department has made great strides toward Improving the fecal in- 
tegrity of the AuthorttattOn-TVParticipate (ATP) System and eliminating Federal 
expenditures associated with duplicate issuance and redemption. Duplicate is- 
suance.; have droppe^ percent from $12 million in Fiscal Year 1981 to $6.2 mil* 
lion in Fiscal Year 1983, This dramatic drop is evidence of our commitment to elimi- 
nate these leases. 

. . To reduce ATP losses due to theft ami abuse, the Department has moved aggres- 
sive^ to improve the ability to positively identify or verify food stamp client*. All 
food stamp pnmxt areas with more than 100,000 recipients are required to have 
i£^JL n a ™2 lon ' th t B^wtment has mandated j*oto IDs for areas with less 
than HKMJ00 recipients when duplicate issuances were excessive. The Department 
has also encouiBged States to voluntarily implement the use of photo ID's or to in- 
stall an issuance system that will prevent excessive loam. Slice November 1882, 11 
arte* have implemented a mandatory photo ID system, 11 rites have voluntarily im- 
plemented a photo ID system and six sites have developed an alternate idenSftca* 
tion system. 

To further reduce the abuse of the ATP System, replacement rules for ATP m- 
suances have been tightened. In addition, the Department has developed regulations 
continuing the authority for operation of New York City's food stamp replacement 
A fr muance procedure and rapid access mttatiliatian system . This system has vi r~ 
tually eliminated ATPknes earned by recipients fraudulently requesting and ne** 
tiating replacement ATFs. 

Finally, the Department ia testing the use of the Electnmic Benefit Tronsfcr 
nystem, which substitutes electronic impulses for paper coupons as mi exchange 
medium. Thin system was designed to eliminate opportunities for fraud and abuse 
and promises to curb such offenses as mail fraud, coupon theft, forgery and alter- 
ation of participant identification and authorization cards, redemption of coupons 
for cash and food stamp trafficking. 

Jjurntum I a Has the Department taken action to correct deficiencies identified by 
the Inspector deneral ami the General Accounting Office with regard to State im- 
plementation of wage match requirements? 

Answer. 1 he Department has taken several actions to correct the deficiencies 
^ t4f *f? by the Office of Inspector General (OIG) and the General Accounting 
Office (GAO) on wage match implementation. On June 6, 1884* the Department re- 
sided totfie report from GAO which explained various actions taken on wage 
matching. To date, seven of the 10 recommendations cited by OK* have been re- 
solved. 

Significant progress has been made since the OKI and GAO's fwU work was con- 
ducted The Department has devoted an enormous amount of time and effort to 
ensure that States implement wage matching, and continues to provide technical as- 
sistance to enhance States' wage matching systems. To date, 46 Stales have imple- 
mented wage matching. States are progressively improving then- level of computer 
development as well as their knowledge of priori tiatioa techniques and follow-up 
strategies. As effective wage match strategies are developed, the Department shares 
thm information with all regions and States. Currently, the Department is coordi- 
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nating its efforts in u project with the IJepartment of Health attd^ Human Services 
and other Federal agencies under the auspices of the President's Council of lutein* 
ty and Efficiency to increase its knowledge of elective wage match strategies. This 
information will aim be shared with States to further improve their systems and 
realise benefits from watfe matching 

In addition, the Department has initiated and continues to initiate the warning 
process for State agencies* noncompliance with wage match requirements. Further, 
the Department regional offices and State agencies have conducted over 6ft monitor- 
ing review* uf wage match activities since Fiscal Year 198$. awl several are planned 
lor the remainder of Fiscal Year 1984* 

The Department continue* to make wqge matching a high priority in our efforts 
to detect and prevent program abuses. 

Qumtiim 1L Concerns have been expressed that the Ifcpartment has received, but 
is not releasing, information on the national WIC evaluation being supervised by 
Dr. David Rush. Dr. Rush has supplied a letter of clarification about how much of 
hi* work has been completed. However, from USDA s standpoint, what is the status 
of this evaluation, and when do you anticipate that it will be released? 

Answer. FNS has received preliminary drafts of the National WtC Evaluation 
study reporta. After review by FNS technical staff and the National WIC Advisory 
panel, the reports were considered unsuitable for final draft preparation ami sub- 
stantial revision was required. FNS is, therefore, modifying the National WIC Eval- 
uatton contract to provide additional time ami support to complete planned analyses 
and draft a comprehensive and readable final report 

Release of the study finding is clearly premature until FNS and the advisory 
panel have had the opportunity to review, discuss, ami provide final comment* to 
the contractor. While USDA is anxious to share study results with the public, estab- 
lished review and clearar.ee procedures are USDA's assurance of high quality re* 
milts and are standard practice. USDA expects to release the final report in late 

Qurstum. Both the General Accounting Office and the Inspector General have 
stressed the need to ensure that recipients of surplus commodities are actually 
needy. What action has the department taken to ensure greater accountability and 
address the*** concerns? 

Answer. Interim regulations published on December 16, 1983, require U u»t eac h 
State agencv administering the Temporary Emergency Food Assistance Program 
(TEFAP* develop income-based standards of need for program participation and 
submit these criteria in a plan of operation for the Departments approval. Slates 
have responded positively to these interim rules to the point that we now believe 
effective income-based standards are in place in every State. For example, half of 
the State* have established income standards equal to or below the Food Stamp Pro* 
gram standard of 130 percent of the poverty level- All other States have standards 
at or below the limits for reduced-price school meals UH5 percent of the poverty 
level*. 

Proposed amendments to the interim regulations published on July & 1984, sug- 
gest several program accountability and monitoring provisions. Public comments on 
these amendment* are due by August 31, 1984, and it is expected that final rules 
will be issued early in Fiscal Year 19H5. 

The Chaikman. Our next witnesses are Thomas J- Burke, Assist- 
ant Inspector General for Investigations, and Donn E. Adkisson, 
Assistant Inspector General for Audit 

You may proceed. 

STATEMENT OF THOMAS J. BURKE, ASSISTANT INSPECTOR GEN- 
ERAL FOR INVESTIGATIONS, AND ttONN E, ADKISSON, ASSIST- 
ANT INSPECTOR GENERAL FOR AUDIT, OFFICE OF INSPECTOR 
GENERAL. C.S, DEPARTMENT OF AGRICULTURE 

Mr. Burke. Senator, I am the Assistant Inspector General in 
charge of Investigations for the Department of Agriculture. Also 
this week, I am the Acting Inspector General. John Graziano is at 
a conference in Miami with the U.S. attorney, discussing a very im- 
portant case that has international implications. 
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We huve no prepared statement, sir. We responded to your re- 
quest, and we would be delighted to answer any questions that you 
may have concerning our audit work or investigative activities 
within the Department of Agriculture, 

The Chairman. Very well, and we will move it along fast, be- 
cause I know you gentlemen have other responsibilities. But I ap- 
preciate your coming, because it is important that we make a 
record as to what is accurate and what is factual with respect to a 
lot of things. 

Let me go back to 1980. The then Inspector General, Mr. 
McBride, indicated that the requirement that the Federal Govern- 
ment operate directly several nutrition programs was diverting 
Federal personnel from proper review and monitoring of all Feder- 
al nutrition programs, as well as from providing technical assist- 
ance. Inasmuch as the Federal Government must still operate 
these programs directly, do you agree with the observation by Mr. 
McBride? 

Mr. Burke. Senator, this was discussed by Senator Melcher and 
Ms. Jarratt The FNS is attempting to put some of these FNS-ad- 
ministered programs back with the States. That was Mr. McBride's 
observation at that time, and I think we would agree. However, 
Senator Melcher also thought it would be a very difficult thing to 
do, and I agree with that, too. 

The Chairman. Sometimes the right thing to do is difficult, and 
what we need to think about is not the politics of it, but what is 
right for the people who are paying for these programs and all the 
others of the Federal Government 

Do you think we ought to require the States to assume direct ad- 
ministration of these programs? I mean, if you were just a de- 
tached citizen out there, do you think you would applaud requiring 
the States to do that? 

Mr. Bu sr. I really do not know, sir, except that we do back 
FNS's policies in this regard. I have to quote Mary Jarratt again. 
She said she did not know if it should be a requirement or how it 
would work, but they are going to try to get the States to assimi- 
late these programs. 

The Chairman. Thank you, I think. 

Well, I guess I will not press the point. But we talk about the 
cooperation of the Federal, State, and local governments. I came to 
Washington nearly 12 years ago, convinced that there was not all 
that much cooperation, and there was much chestbeating, particu- 
larly on the State level, about the cooperation. But I did not see it, 
and I still do not see it, certainly, when somebody else has the re- 
sponsibility of raising the revenue to finance it 

Well, let me ask you about that $4.8 million robbery of food 
stamps in Philadelphia. I remember hearing some weeks ago that 
some folks had been arrested in North Carolina. Have there been 
any more arrests? 

Mr. Burke. Senator, in talking about cooperation and coordina- 
tion between Federal, State, and local authorities, the $4.8 million 
theft of food stamps in Philadelphia, I am very proud to say, was 
an excellent illustration of cooperation and coordination in the law 
enforcement community at all levels. 
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The theft of the $4.8 million occurred in raid-December J™ni the 

S, or pallets, about 6 feet tall, and they needed a large truck to 
take this kind of volume out there. FTU th _ a^^t 

We joined forces with the Philadelphia police, the ™L ™SE 
Se«li and several other law enforcement units in the Philadel- 
phS^^wftavS to date mrnM m Mgm^m^ 
voted in the actual theft-it was an ms id^ Job, Be^r^ e^b- 
luihed that. We have also arrested m the neighborhood— ana w ae- 
JSds cTwhatday J count them-over 50 people who were dealing 
utX^UstoribuS of those stolen food stamps. Inthis PW*^ 
SseTthe MfoodSamps did not really get too for from U.£9^and 
STSies throuah your State, as well as through New York ana so 
™ g W^ raadeTrrSte in NeW York City, we made arrests in New 
Z ™ M<»t of ™ arrests were in the Philadelphia area. And, yes, 
te^Kd rr^e an arrest in Fayetteville. Those stamps came from 
V P^ iladel^ vL iSrfunond, vT and the fellow was caught^in Fay- 
^tevUle again with the assistance of the local I»lice^, cwpera- 
tieoTactoXy literally there and tangible; you can reach out and 

^the $4 8 million, again depending on w^h day we c^t we 
have recovered approximately $3 milium of thestolen $48 mduon. 
wTstThavT several fugitives that we are lookmgfor not the 
thieves, but other people who were ^^neffi 
We think we may be able to pick up something m Uus 1*^*5. 
hood of another $200,(MK) to a quarter of a million dollars worth ot 

Sta i?l^f this. Senator, was because of their cooperation. 

The ISSSS^m^. I thorm^agree with J"*** 
law enforcement side. I ^happen to be the son of « PO^^l^ 
who has been dead a little over 10 years now Jbut there »"rt>™B 
wrong with the people in law enforcement, and *, &aw to tipi my 
haTto Rufos BdrSen, who to the ^^g^l^ £ 
Una and who, in that capacity, m ^ m ^ a t ^ v^^ oX 
vestigation. The law enforcement people have been very, v^coop. 
SSve. That was apparent at so ne hearings we ^d in Nor^ 
Carolina on fraud in the Food otamp Program, ^nie 01 your 
plo^le LdUhers testified that the. average ctti^ wmdd not be- 

Kot>rii A urithtn 24 hours. This is true in Fayetteville, Kaieign, tiw 
f gSSSS SSSmTand Wilmir^-an r vhere you went 
^fyo^eSmctly right The IswJo^t j Pec^mNorth 
Carolina, they see this, and they understand that and Ojw want to 
help you crack down on not only matters of this kind, but all 

* Well some years ago, there was an ^^^S^^ 
some child-care providers, primarily ^^«^^^!^lw 
ceiving dual reimbursements under both the Child Care rood rro-^ 
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gram and the Head Start Program. Now, the administration is rec- 
ommending to delete Head Start Programs from Child Care Food 
Programs and fund their food costs separately through the Head 
Start Program. 

Does this respond to the concerns that OIG has raised? 

Mr. Burke. I will ask Mr. Adkisson to answer that, Senator. 

Mr. Adkisson. Yes, sir, it doss. We feel that that will adequately 
wdress our concerns. 

The Chairman. Of course, there has been a lot of criticism about 
it, particularly in some of the media. 

All right The OIG audit of Quality Child Care. Inc., in 1982, rec- 
ommended that the iueans test for family and group day care 
homes be reinstated because a high proportion of children in such 
homes were from families with higher incomes. 

Does the Inspector General continue to support the reinstate- 
ment of the means test? 

Mr. Adkisson. Yes, sir. 

The Chairman. In the past, you have done work in the Summer 
Food Service Program and made recommendations for changes. 
Have you done any recent work which would indicate whether 
there is any greater assurance that benefits are targeted to poor 
children? 

Mr. Adkisson. We have four States scheduled for this summers 
program in order to continue to assess those programs for this 
summer. 

The Chairman. What States are they? 

Mr. Adkisson. New York, California, Illinois, and Louisiana. 
Those are the big participating States. 

The Chairman. Would it be preferable to have only those facili- 
ties with cafeterias, such as schools and camps, participating in 
this program? 

Mr. Adkisson. We feel that that would certainly be a stronger 
control than the present method. However, with adequate controls 
over the delivery to States other than cafeterias, we feel that the 
program could still be successful. The key is the control of the pro- 
gram. 

The Chairman. Briefly, may I ask you to outline the change in 
responsibility with regard to investigations in the Food Stamp Pro- 
gram, that is to say, the shift to the Secret Service? 

Mr. Burke. Senator, we have not relinquished any responsibility 
in the investigation of violations within the Food Stamp Program. 
What we have done is simply ask the U.S. Secret Service to asskt 
us in certain areas of the food stamp investigations. 

On January 23 of this year, we entered into a formal agreement 
with the Secret Service in which the Secret Service will focus on 
the outside criminal elements, such as food stamp thieves such as 
we had in Philadelphia— counterfeiters, or persons suspected of 
trafficking in food stamps. T»*ese are people not related and not di- 
rectly involved with the Food Stamp Program, very much akin to 
what you have described being on the streets in Charlotte, Raleigh, 
and Greenville. 

We will continue to direct our investigative efforts to people who 
administer the program—that is, both Federal and State— people 
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who benefit from the program; people who d^lm the food stamps, 
such as grocers and contractors of ATP s and food stampa 

For the past several years, we have been working ^ectiv^oint 
investigations with the Secret Service. We came to this accommo- 
Sat the beginning of this year. As you ^frW "g*^ 
nate enough to have agents in every city in the United States, we 
onU have^t 250 agents. The Secret Service personnel give us 
KterX^ tSu^ghout the United States than we d 0 and 
ihey^ w^TSd anTwell geared, to afcompUsh thijjtaak-m 
areas which we can only address occasionally. Even in North Caro- 
HnTas you know, we cannot go to Charlotte and we cannot go to 
Asheville every week. We have to spread our people around. 

AddiUonally, it should be noted that in fiscal years 1982 and 
1983 I we spent 45 to 48 percent of our agent resources in the mves- 
tSitT of FNS programs. In light of our other responsibilities 
Kte lipartSSMnia is not in proportion to the needsofour 
Department. We are striving to spend one-third of our resources in 
the FNS program and two-thirds m the other programs. 

We ffithat with the assistance of the Secret Service, our 
agr^menfshould significantly increase** Federal efforts of pre- 
venting and detecting fraud in the Food Stamp Program. 

^^"tAre is a feeling in North Carolina that 
the effort has been diminished. You say that it has not.' 

MX? No, I do not thinkit has been diminmhed. I tbmk 
what v e are doing-and I have been in touch with the U-^attot- 
nev in North Carolina who thought that we had .dimm^ed-and 
as you recall, just prior to your meeting m Ra^ovw ^ last 
month, we had 62 indictments in his area on food stamp cases 



al Kminished, the answer is no. Shifting, the , ^wer 
shiftine from our sole attention to joint attention of the becret 
Srvkfand^irselves, and the Secret Service only m certain areas 
where we cannot join them jointly. , . nmh i pmg G f 

I am auite sure that we will continue to address the ^ problems oi 
that U J attorney in North Carolina, either individually or jointly 

with the Secret Service. w»r» 
But diminished, no, sir. We have a mg program J* 1 * 
The Chairman. I tell y°« v ^ve «ve iri aMfM 
don't 1 save you a little bit of time, because these are m part teen 
Steal S, So why don't we ^%t^^Z ZiVthe 
and let you reply in writing, and we will make them part oi tne 

"^The following was subsequently received by the committee:] 

a— ■* ■— xnEssssssasr 0B, ~" - ^ 
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coverage erf the nutrition assistance grant, ami (2) the Food ami Nutrition Service 
has contracted for an evaluation of the grant, to include fraud ami error assess- 
ments, in response to a congressionally mandated study which is due in March 1W& 

Answer 1 by Mr. Burke. We have held meetings with members erf the Puerto Bfco 
Department of Social Service* and members of the Puerto Rico Department of Jus- 
tice, lime meetings have been held to determine the steps taken to prevent and/or 
prosecute any instances of fraud discovered in the Nutrition Assistance Program. 

According to Br, Geraro Collars; Secrotary of the Department of Sodal Servk^ f 
ami Blanc* La Fontain. Assistant Secretary for the Nutrition Assistance Program, 
the controls now in effect to prevent fraud, waste and abuse in the Nutrition Assist- 
ance Program are more effective than those formerly in effect in the Food Stamp 
Program. They feel that this is evidenced tor the feet that the number of partici- 
pants has been reduced by identifying fraudulent conditions prior to certification. 
They also felt that the use of checks has reduced the km of program funds because 
in case of theft or fraudulent negotiation the endorser or bank is required to pay 
the Nutrition Assistance Program. 

The Department of Social Services' Office of Internal Audit/Investigation is re- 
sponsible for the investigation of all Nutrition Assistance Program violations. Cam 
involving complex or employee fraud are referred to the Special Investigations 
Bureau* Puerto Rico Department of Justice* for investigation and prosecution. Rou- 
tine, or less complex cases which require no feather investigation, are referred to 
the Department erf Social Services which then refers them directly to the Depart- 
ment of Justice for prosecution. A review of the Nutrition Assistance Program case- 
load at Internal Audit/ Investigation revealed that since the Nutrition Assistance 
Program began they have received a tet%! of approximately 6.000 complaints of 
stolen participant checks. This amounts to approximately 200 checks per month in a 
program which has participation levels above 400,000 per month. 

Hie Special Investigations Bureau is currently investigating a case involving the 
theft of 700 Nutrition Assistance Program checks worth a total of $120,000 We are 
cfosely monitoring their progress on this case should our assistance be needed. 

The Criminal Division of the Puerto Rico Department of Justice has processed 
about 849 cases of Nutrition Assistance Program violations. All cases but one were 
disposed of by the participant agreeing to repay the stolen fends rather than being 
prosecuted. He further advised that no specific law has been enacted in Puerto Rico 
to outlaw fraud or theft of Nutrition Assistant* Program funds, but that such of- 
fenses are prosecuted as violations of the Puerto Rko Penal Code, Title S3, sections 
4391 (violations involving public funds), and sections 4271 and 4272 (illegal appro- 
priation t 

Question 2. Several years ago, (MG recommended improved verification in the 
school lunch program. Are you satisfied with Ihe current verification that m now 
going on there? Have you dot* any recent audits which reveal continuing problems? 
Do you have anv further recommendations for improvement? 

Answer 2 by Mr Adkisson. An audit of the Chicago Board erf Education is in proc- 
ess. We are using statistical sampling and wage match techniques to evaluate the 
income verification process. The Department recently issued a final rule which will 
require more intensive verification efforts for the 1984 £5 school year. The remits of 
the Chicago audit will be used in planning wider audit coverage of the Quid Nutri- 
tion Program in fiscal year 198j, Depending upon the results of those audits, we 
may need to make additional recommendations for strengthening the income verifi- 
cation process. 

Question £ In the WIC program, have you made any audits that would suggest 
any changes that need to be made in the administration of the program? 

Answer 3 by Mr. Adkisson. Our audits of the WIC program in recent years have 
shown continuing weaknesses in internal controls at State ami local levels. We have 
made appropriate recommendations far correcting the problems. The results of our 
fiscal year 1984 audits may suggest the need for further changes in program admin- 
istration that will reduce fraud ami waste. 

Question I Are you satisfied that States ami local agencies are reimbursing the 
Department for i wallowed or misdirected expenditures in the various FNS pro- 
grams? What can he done to expedite the collection of sanctions from Stab* levied 
in the food stamp program? 

Answer 4 by Mr. Adkisson. A number or' recent OK* audits erf the Food and Nutri- 
tion Services financial management activities indicate that the Service did not 
always timely establish accounts receivable for chums against State agencies or 
assess interest on delinquent debts. Abo, the Service did not have an effective 
system for monitoring State agency claims against subrecipients 
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We have mxxnmend that the ^ ^^l^^lSSSS^ 
and improve coonfin^, ^^^^KSEV 0 ' 
This would enhance the "S^^^Tir to negligent actions are im- 

2 Arirona-biHin* of $286,206 was apheki 
r. Florida— billing of $8,801,987 was waived. 

^Sanl stated that «^ ^|f« ^^^^to! 
the^Llctton because of the high influx of refugees and the positive actions on 

M d ^^T^^^^ «*"«— " ' 

cannot be guaranteed. _ . f 

S fd«£ne4for «U of the major FWeral welfare programs. 
Are you familiar with that? 

Thete^&you think this would help reduce the error* 
m m. bZTi do not think that 1 could give you an educated 
"tS'chakman. Why don't y<~ *ink ^uUt^ ei^ of Q 
after thinking about it, U" you would care to respond to it, we «™"» 
like to have that for the record, too. covered? 
h there anything el* you would ^ that "X^, toS- 
m». RnwKR No sir We want to also thank you xor ywr w»» M 
in^oTofour effort in North Carolina and elsewhere. 
The Chairman. You have got it 
fccXtSTftS £ WeaPPrecia^c^ e 

X-nt D rSon° f ""Sunting OlfL. Mercy, what a 
title. 
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* Mr. Crowley and your colleagues, we appreciate very much your 
helping us assess and analyze where we are at with respect to 
trying to restore a modicum of common sense to these programs. 

Your statement will be made a part of the record in full If you 
want to summarize it, I know you have many other things to do 
today, and we will move you along as rapidly as may be possible, 1 

You may proceed as you wish. 

STATEMENT OF BRIAN P. CROWLEY, SENIOR ASSOCIATE DIREC- 
TOR, RESOURCES, COMMUNITY, AND ECONOMIC DEVELOP- 
MENT DIVISION, U& GENERAL ACCOUNTING OFFICE, ACCOM- 
PANIED BY STANLEY S. SARGOL, GROUP DIRECTOR; MEL W, 
MENCH, FOOD STAMP AUDIT MANAGER; RALPH LOWRY, WIC 
AUDIT MANAGER, AND KEITH FULTZ. SENIOR GROUP DIREC- 
TOR 

Mr. Chowuey. Thank you, Mr. Chairman. 

I notice that you have already road a number of our reports re- 
ferred to in my statement, so I will skip over them in my state- 
ment Please stop me whenever you want any further clarification. 

We are here today at your invitation to discuss our work. Basi- 
cally, my statement starts off with the major report we issued last 
year, in February which discussed the need to recover Food 
Stamp Program costs attributable to errors ami fraud. 

Recent data shows that the error rates have declined, as you 
mentioned, but because of increases in total program outlays, over- 
payments stilt approach $1 billion per year. The annual dollar loss 
is equivalent to what is spent to provide food assistance for almost 
2 million needy people. 

Since then, we have initiated several followup reviews and have 
started work in other food assistance areas. For example, in our 
February 1983 report, we noticed that wage matching, required by 
law in both the Food Stamp and AFDC Programs, is a promising 
technique for identifying erroneous earnings information reported 
by households participating in needs based programs, Basically, H 
involves comparing household-reported earnings with wage infor- 
mation available from an independent source, generally a State 
agency administering the Unemployment Compensation Program. 

We recently completed field work on this review in five States, 
and we found a number of problems. Two-thirds of the approxi- 
mately 700 randomly selected cases we reviewed in the local offices 
showed significant differences, averaging about $900 per case for a 
3-month period. 

Our work indicated that about 90 percent of the two-thirds had 
differences which were not handled properly by the local offices. 
The problems involved local offices not taking appropriate steps to 
manually match independent wage data with the earnings data in 
the case files ami not consistently following up ami resolving differ- 
ences. 

Essentially, it comes down to the fact that Agriculture and the 
States could have provided better guidance ami assistance to the 



, Ste p 5£ for the prepared s tat eme nt of Mr. Crowtey. 
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people who are carrying out the day-t*>day reepoi^sibuitie* in the 
"X rt^^Tttie sarne problem » probably of concern in the 
most of the States. 

or ^L Chamman Let me interrupt toe. Both GAO and the fe- 
•nie ^^"■^^jL^^l^Bdual^ that States are not foUow- 
spector General reached the c^™^*^ ~r^^ olent narticj- 
mTupon the reouired wage matehing to detect ^^J 11161 * 
P^tioiL Yoar fiiSngs are about the same, arenttfcey? 

^^SS^Do^co^er in your statement any anj^reo- 
^^Sa^^^tb^tee 7 ^ improve the SSownp on 

^."Sotl We f««nd prWly 

culture needs to give the States some bet ^^T?^ii?^ni 1 ^ 
S^nVwry detailed recoininendtfions, whk* l^ren^ wtil not 

ge? STtodS. butlfee report ^t^tuWan^^TtS 
which the Department sho^ give ^^^^^ 
States and then to the local Voo^nhssmmt^ ««**. whether 

P S rto ^S^^^5d^SjS&, w. «J~ noted in our 

their collection actives had "^^^^SSTihat problem 
As you know, the Congreasin*^^ 

ment— that is, recovering Wmnfita We are 

food stamp P^P^^^^^iS^&eSona > to 
currently mafang f J<>^P£^ States 
mine what effect ^^k^*?^ axe 

dence that the States, even here, ct~a do a better joo in uw «r 

ragarding ^2urin* ^^arTiKums that the 

^tl^^r^^th^T^ec^from household* no longer 
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and they have not considered additional alternative, such as possi- 
bly, inVoroepting State income tax refunds. 

Food stamp legislation, white ft requires recoupment for overis- 
suances for current participating households, applies only to partic- 
ipant-caused errors. Recoupment does not apply to agency-caused 
- errors, as is the case in the AFDC Program. * 

In our 1983 report, and in subsequent testimony before the Sub- 
committee of the House Committee on Agriculture, Mr. Panetta's 
committee, we recommended that Congress amend the Food Stamp 
Act of 1977 to conform food stamp legislation with AFDC legisla- 
tion which provides for mandatory offset against AFDC participant 
benefits for overpayments caused by any type of error, whether it 
is agency caused or recipient caused. 

By the way, a provision in your bOU a 1993, section 702, would 
accomplish this change. 

We have also recommended that States be required to take ap- 
propriate action under State law to recover overissuancee against 
income or resources of individuals or households no longer receiv- 
ing benefits. Right now, thfjy ard allowed to do that, but there is no 
requirement that chey do it. Cur ongoing work is reconfirming the 
need for these kinds of changes. 

Wich regard to corrective action plana, within the next few 
weoks. we will be issuing a report on the corrective action proc- 
ess—that is, Agricultures management system for having States 
identify and correct problems in the Fcod Stamp Program. We 
have found that overall, Agriculture has improved its management 
of tha Food Stamp Program, but some areas need further attention. 
Our report to the S*cretary of Agriculture has a number of admin- 
istrative recommendations to the Secretary to correct those prob- 
lems, and that wi'J be issued within a few weeks. 

At the end of January, you asked us to get you some information 
on the error rate sanction systems. We are very happy that our 
report got iss**ed today. . 

The report, discusses the procedures for holding State and Feder- 
al organizrtions financially responsible for ex c es siv e errors in the 
dayto-da* admimMratton of Food Stamp, AFDC, and the SSI Pro- 
grams. Our analysis of these systems shows that the error rate tar- 
gets established for the programs have differed by year, by pro- 
gram and from State to Kate for the same program. 

Beginning in fiscal year 1985 and continuing thereafter, all 
Steles wU! have a 5-percent target for food stamps, 4 percent for 
SSI, and 3 percent for AFDC The dollar basis to which any excess 
arror rate percentages apply in calculating sanctions also differ be- 
tween programs. Because of these differences, the sanction system 
used in the Federal Food Stamp Program— which is based on State 
administrative costs— results in proportionately smaller sanctions 
for excessive errors than the AFDC or SSI sanction systems, which 
are based on total benefits issued. 

Although sanction systems can be effective program manage- 
ment tools, sanctioned States have not paid the Federal Govern- 
ment for any of the sanctions asBeased against them for the billions 
of Federal dollars lost through food stamps or AFDC benefit over- 
payments. USDA and HKS have authority to waive, under certain 
tircumstances, sanctions ■assasad against States and have done so 
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in many cases. But they here so baa^<m such things as 

money from them. I think that, so for. ^J^^SSXSS 
had a beneficial effect, and people are paying much more attention 

to CoSasTS fadend Go^^^ 

or pamoates about ^ "P^^^^Sl^b^S 
excessive ovenmymente of Stete4inanced SSI Program benefits. 
There is no waiver prevision under that program. 

vEL r« airman Well, let me see if I understand you. You say 
fK^I^A anTrieaim and Human Services show that error rates 
hate^edlnS^uY Se Food Stamp Program «nnce we began 
^San^Se acrews a little Wt^y ^vedropped mo« nutf* 
Food^tamp rVogram than in the AFDC or the Sfi»; is that correct? 

The CiwttMAii. Yes. So at least we are making some progress. 

^uTtoSZEt YeTsi^BSSe'one thing the sanctions do, as you 
wk?^T\SkJ«^^v^rre^kbeSte^ a financial incentive to 

C^Efc^*W ghave a financial incentive. 
The Chairman- That is exactly right. 

Excuse me, again. Please continue. onff oinii 
Mr. Caoww*. Let me turn ^ * ^fLuS m^readS 

will have from us <hi tlifc for sona^wfiw^^ . _w 

As you know, to be eHgrnte for ^Sn^S 
incomelimits estaMshedto accordant wi^Fe^ remmrmentt 

and be considered at nutritional ^J^^J^lifSSpa 
liahed risk criteria. W1C has grown rapidly, and monthly f»"£jf? 
uTno^Swhat we knowTfe aTO§ 

and children, and annual programcosts ifiX SSr 

S£to bStordtan* limited fund, to thrn. cmmtond *<> <» * 

£e or both, and were more apt to benefit from timely WC 

ta S2?^S'waa substantial agreement that targeting program 

benefiS A^pTgreatefrkS^ 

ate strategy for optimising program impact and insuring enecuve 

use 

of limited funds. 
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We did our work hi five States, and it stewed relatively little 
targeting being done. Current program rules do wjtreqjure even 
encourage targeting, except under drcuinstances where a State or 
local agency program has attained mawmum csaetoao; nn w, 
when al&Vrundmg will not support forth** increase* in t*» 
number of participants. In such an event, the WIC agencies are re 
Suredto nKSnlS^twaiang lists gr^^d^tof^ 
emlly prescribed priority risk categories, and to enroll from these 
S17S^*cen^tUi only as other participants 

"iT^MnSttroMe sense and would protebly be more produc- 
tive, tfw7started our targeting when available funds would enable 
WIC agencies to increase enrollment and take on iiew participants. 

BasefwTour work a^ 
tions we visited, it appears, that Agriculture couidA) to ^ 

age^pSor^ 

outreach and develop health care networks to assure referrals of 

What we are saying is have a referral sys^ that^ongs in 
people who are at uutritional risk, truly high nutntwnal risk; 
mate sure that you have an outreach P/ogxam ^» 
gram that is going to get the kind of pec^ into the program 
where this program is going to provide the most benefit. 
The Chairman. In other words, central targeting. 
Mr. Crowley. Right , , . . . tUmt 

Our work also touched on a coupte of T other pointo. One a that 
we found that there is a problem wMfci Tuning ."n* 5 ®^^™ 
State and local agencies W difftoiUv^nnmg and nmnaging 
their caseloads and have to make spe^ efforts toa^id toe nakot 
having Agriculture recover and ^^^t^T^J^J^. 
to c^Statos. Some local agency ^^^t^^^U^: 
sures to enroll participanto quickly ^ main^ j^^pati^ 
at the new, higher caseload levels made possible by ^fa^ tf ad- 
ditional furtdingat unpredictable intervals often turnWCintoa 
numbers game, where the relative health risk or ^ « J™ 
served become less important than simply filling the available 

CB These l kimfa of pressures are obviously at odds with the concept 

spSdto^ money V^E^^ST^^^^t 
without necessarily considering the relative priority of their needs. 

Some WIC officials told us that a more f ^^ a f^°*^ in ; 
eluding authority for States and WIC ageneisB to carry cw pert of 
^r^og^ funos, without loss, from one year to the ne^ would 
P^Wo^XmneXl management flexibility and opportunity for 

ta 3Sr*an$^ 

nested the need to refine and tighten some of the nutotional risk 
criteria presently used to enroUWIC participants, and to make it 
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more uniform nationwide. The nutritional risk criteria differ from 
State to State and result in disparities as to who can qualify forth* 
program. For example, someone at risk for anemia in one staw 
would not necessarily be considered at risk in another. One State 
may consider consumption of more than a minimal amount of cat- 
feme in tea, coffee, or cotes as a risk factor for pregnant women, 
while others may not 

States also differ as to the age cutoff used for determining the 
risk factor of adolescent pregnancy; such age may vary from teas 
than 15 years of age at the time of conception in one State, to age 
19 or under in another. One of our earlier reports ^addressed this 
same point and pointed out the need to assure WIC applicants 
more equitable access to program benefits, regardless of where they 

Also, although WIC participants are to meet established income 
criteria based on family site, we know that the ?IC reguUUiona do 
not require documentation of eligibility. Generally, the WIC certifi- 
cation workers that we talked to commonly accepted an applicants 
word on family income, We expect a report on these points to be 
issued later this year, Mr. Chairman ...... _,• 

With regard to school lunch participation, I think your earner 
remarks indicated that you pretty much are fully aware of our 
report on that subject regarding our commodity distribution 
report, which discussed the distribution of cheese and now much w 
displacing commercial sates, and whether there was a need for ad- 
ditional program guidance from the Department— I think you are 
pretty much familiar with that . 

I will tell you that the Department is supposed to give us a tetter 
on what actions it plans to take with regard to that report, within 
about 8 weeks. If you would like, we can make sure that a copy 
gets sent to your office. 

The Chairman. Please da 

Mr. Crowley. We also have several ongoing reviews, wtucn l will 
just touch on briefly. Some of them were done at the request of sev- 
eral Members of Congress. We began a review of Ae adequacy of 
Agriculture's procedures to assure that surplus foods are being 
properly stored and controlled to nunimire spoilage and theft Cur- 
rently, the review is being done in Michigan and Pennsylvania, but 
maybe expanded to other States, if we see the need to. 

The Chairman. Will you have a report on that? 

Mr. Crowley. We just started. „ „ „ , . 

The Chairman. But how long will it take? Until the end of the 

Mr. Crowley. Let me give you a better date in about 1 month, 
after we have been out there in the field and have seen what is 
involved. 

The Chairman. All right That was an unfair question. 
Mr. Crowley. We will do that 

The Chairman. This needs to be done, and I am glad you are 

d °Mr. Crowley. We have also started additional reviews that are 
focusing on program systems for redetermining continued Food 
Stamp and AFDC Program eligibility and benefite-that is, the 
monthly reporting aspects of the program— and the existing and al- 
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tentative ways of delivering food assistance benefits to program 
participants. Several years ago, we put out a report on the prob- 
lems with the authorization4o-pai*Bpate fATPJ system. We are 
going to be looking into some alternatives to the currant ATP de- 
livery systems. We are also looking at the authorising and monitor- 
ing of retail vendors participating in the Food Stamp and WIG Pro- 
grams, 

All of these tabs that I just summarised for you are in early 
stages. We really do not have much comment on them at this 
point 

Mr. Chairman, that describes the work we are doing or have 
done. My colleagues and I will be happy to answer any questions 
you may have. 

The Chairman. Well, thank you. That was a very comprehensive 
report that you have made, sir. Because of time, you gave scant de- 
scription to the delivery system problem. This to me is one of the 
most important tilings, trying to come up with a system that is as 
devoid as possible of fraud, whether it be a credit card-type instru- 
ment or whatever, and of course, that involves complications, and 
it involves equipment, and all the rest of it, but surely, we can get 
a handle on it 

I am going to ask you a few questions, and then I will beg your 
indulgence to let us file some additional questions for response in 
writing. 

Mr. Crowley. Surely. 

The Chairman. I want to say that— and I say this very sincere- 
ly— that I personally appreciate the full cooperation that you folks 
have given us, not only with respect to this committee, but my 
office, as well. I know you get 10,000 requests for assistance and 
evaluations and mvestigations, but you have been mighty helpful 
to me and to all associated with me, and I want you to know I ap- 
preciate it 

Mr. Crowley. Thank you, sir. 

As you know, it is good staff that does that for you, and these 
fellows have wor k e d very hard. 

The Chairman. Well, the good staff also will prompt some of the 
questions, too. That is the way the system works, and it is hard to 
keep our minds on any one thing when we are on about five differ- 
ent committees. 

You, of course, are familiar with and have referred to the action 
taken by the Senate to require a income and eligibility and verifi- 
cation system for the various Federal welfare programs. Tins is 
consistent with the previous GAO report Do you anticipate that 
system, when it evolves, will reduce the overissuance errors in the 
Food Stamp Program? 

Mr. Sargol. Yes, Mr. Chairman. We have gone over the descrip- 
tion of some of the amendments in the Congressional Record, and 
it seems to be right in line with some of the things that we have 
advocated in our reports. 

The Chairman, very good 

Do I understand your report to say that if the Food Stamp Pro- 
gram operated in the same fashion as the AJPDC and SSI programs, 
there would be much larger sanction amounts? 
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Mr. Crowley. If the same system were applied to the Food 
Stamp Program, yes, there would be much larger sanction 
amounts. „ 

The Chairman. So it is fair to say that the smaller aanctom 
amount for food stamps results in the States focusing admirustra- 
tive attention elsewhere, like AFDC, for example? That is a hard 
question to answer. ..... » • 

Mr. Cbowlky. Yea, that is a hard question to answer atthis 
point, Mr. Chairman. But you know, we haw always pushed to 
We some financial responsibility placed on the Stote* and so *f 
as we could see right now, the imposition or the threat of a sanc- 
tion has produced, or seams to have produced, lower error rates, so 

on commenting on whether it is large enough— — 

The Chairman. You just sort of throw a dart at the donkey, 
don't you, in trying to come up with aometWng. lt has always 
seemed incongruous to me— and I have tried to dacuss tha back 
home with the various groups, and they do not imderstejod rt, 
either— that here, we have a situation where the Federal Govern- 
ment pays the States for Federal errors in the SSI ProSfam, ^.as 
far as Vknow, the States are vet to be required to pay a to toe 
Federal Government for the State errors. You know, tit-tor-tat, and 
all of that This is the kind of thing that needs to be put on a two- 
way street basis, it seems tome. 

Mr. Caowunr. Bight now, the States have not done so, but the 
Federal Government has waived sanctions on the promise by toe 
States that they will undertake certain actions to correct the prob- 
lems, to do something to avoid the overissuances in the future, it 
has acted as a hammer over the States. 

The Chairman. Well, this is what it was intended to do. So you 
think we are moving along. 
Mr. Crowlky. I think we are moving along, yes, su\ 
The Chairman. OK. Now, sonietime back, Irawd a m £3£2 
about the WIC Program and Its effectiveness. There ia a feeling 
that the WIC Program is sacrosanct, but I just have ^conviction 
that ail Federal programs should be wiUing to .^tenfe sci^- 
ny, because we are talking about Wliiens upon bU^ dollars. 
And I cannot exclude WIC or anythin* etee-national defense, or 
whatever. I think we ought to look at all of them. < 

But on page 5 of your testimony, do you have any information on 
what the current distribution oJrerip^to may be in theronous 
categories? My uitdeistondtog is that less than half of current WIC 
participants are in thesocaUed highest priority group; is that cor- 
red? 

Mr. Lowry. Mr. Chairman, if I could respond to that, it kwry 
difficult to make generalizations about the WlC^Program, ^uae 
it is not just one- program, but manydiffereoJ; programs. FJran one 
agency to another, the programs dtffer *ri^*^-J*J^J£* 
programs that, in our opinion, are quite Wf^JSffiSi ZSf 
they do serve a high percentage of pregnant, ^^^^^^ 
and infante, who are quite widely Menlified » the J^^P^* 
the highest risk participants. There are others that are much less 
L^tek that havTa subetantial number of cMWren fertjfied for 
inadequate dietary patterns atone. This group of participants is 
widely regarded as being a lower priority. 
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So another really frustrating aspect of the W1C Program is the 
dearth of good program data. It simply has not been required in 
the past— I noticed that one aspect of your proposed legislation is 
better reporting of data on the operation of the WIC Program, in- 
cluding information on characteristics of WIC participants. But I 
cannot give you good information on the program's operations 
overall. It varies very much from Sate to State and within States, 
from one local agency to another. 

The Chairman. But it goes back to the whole fundamental ques- 
tion of targeting. You have got to have the information on which to 
target because it is a targeting program. My impression, and I 
think it is your impression--- correct me if I am wrong—that in tjae 
past, the States have simply been adding the WIC recipients in 
order to spend their allotted funds, without any targeting of assist- 
ance to these women, infants and children of the greatest need. It 
is ail part and parcel of this targeting, b that pretty much what 
the States have been doing? 

Mr. Sakoou Yea; if I might iust go bade to an earlier question 
you had, we did some work In about five States, and from a sample 
caseload that we selected to give us a rough idea of what the of- 
fices' caseload consisted of, we found that over half of the program 
participants were children, 25 percent were intents, about 15 per- 
cent were pregnant women, and less than 10 percent were post- 
partum women. That is kind of a bird's-eye view of what we found 
in those particular States, based on a sample. What it would be na- 
tionwide, I do not know. 

The Chahman. Well, if we ever get the system tightened up so 
we know what we are doing, and the basis for what we are doing, 
maybe we will find that what is needed n not really more money, 
but better use of the money that is already provided. But that is 
yet to be determined, I suppose. 

Well, as I say, I am going to have some other questions to file 
with you in writing, and if you will provide those for the printed 
record, it would be most helpful. 

I want to thank all five of you gentlemen for coming up this 
morning and being patient as we went through tins hearing. Thank 
you very much and nave a good day. 

I do not know where the gavel is, but the committee stands ad- 
journed. 

[Whereupon, at 12:08 p.m., the committee adjourned, subject to 
the call of the Chair.] 

[The following information was subsequently received by the 
committee:] 

i 

Additional Questions Submittkd to Brian P. Caowuct. U.S. Genkkal Accounting 
Omcx by SsMAToa Joss Helms and Answpw Thereto 

Enclosure. 

Qw*iiw%. Your work on food stamp wage matching seems to parallel that of the 
Inspector General —that fat that Stales are net following up on the required wage 
matching to detect fraudulent participation. Ob yon have any specific recommenda- 
tions on how States can improve the followup from these "matches"? 

Answer. Our upcoming report on states' Food Stamp Program wage matching sys- 
tems and procedures will discuss two broad areas relating to malching operatkma 
Our findings parallel those of the Inspector General and indicate that there are op- 
portunities for (1) more efficient and effective identification of cases wtth potential 
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unreported income, ami <2t better follow-up and disposition of these cases to enable 
adjustment of monthly benefit*, recovery of any overpayments and pursuit of sus- 
pected fraud. 

kientificatum of corns with potential unreported utcoote —There was general 
ugreemeht among state* we reviewed (Florida, Louaiana, New Jersey, New York, 
and Texas) that the success of wage matching t* largely dependent on their capabil- 
ity to flag all potential error cases, including those of households that recently left 
the program, with a mini? urn of effort and to limit the cases referred for local 
office follow-up to those ha* tog material differences between the external and par- 
ticipant-reported w;*ge data. The Food and Nutrition Service had not yet provided 
states guidance or specifications on automation of wage matching, caseload cover 
age, or referral criteria for follow-up on case* with indicated wage differences, 

Fatlomwp of am* with potential unreported income.— Mast of the cases we 
checked involved significant differences in reported wages, but tor many there was 
no follow-up action, inadequate or incomplete follow-up, or no action to establish a 
claim. This was attributable to backlogs in follow-up work caused by use of manual 
rather than automated matching operations and inadequate controls and guidance 
to insure folkiw-up on all cases, 

We also noted that the states we reviewed were using virtually same proce- 
dures for carrying out wage-matching requirements for the Department of Health 
and Human Services 1 (HflS*) Aid to Families with Dependent Children Program. 
HHS agreed that working cooperatively with Agriculture to improve their wage- 
matching systems would benefit both programs. 

We are currently in the process of financing specific raximraendations concerning 
wage-matching activities. We expect that mar report will he issued in late summer of 
1984 

Que*tmK Two years ago. the G AO furnished the Committee a list of provisions 
enacted by Congress which had not been implemented I wonder if I could call on 
you to update that list to indicate what provisions, according to your records, have 
not been implemented? 

Answer. In June 1982, we furnished the Committee with a Hat of 20 raajorprovi 
sions from the ( 1 ) Food Stamp Amendments of 1880. (2) the Omnibus Budget Ream 
ciliatkm Ad of 1981, and (3) the Agriculture ami Food Act of 1981, for which the 
Department of Agriculture's Food and Nutrition Service had not issued final regula- 
tions* As of July 24, 1984, final or interim final regulations had not been owed for 
one of those 20 pnmmong— <teahng with disoualifkatkra of households not meeting 
certain work requirements t Agriculture aim Food Act of 1981). Four other provi- 
sions in that act, bat not included in our June 1982 list of 20 major legislative provi- 
sions, still require regulations in order to be implemented. Fifty-nine additional leg- 
islative changes were made in the Food Stamp Program fay the Omnibus Budget 
Rectmciliation Act of 1382; by Public Law 98-107 (October 1, 1988* and by Public 
Law 98-204 < December 2, 1983). Final or interim final regulations had not been 
issued for 10 of those 59 provisiona 

The following table shows the status of the Service's regulatory actions on the 15 
provisions noted above. We will continue monitoring the Service's progress in tasu* 
ing final rules for thesf 1 pitn'iakms. 
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UgfrteUy* provision 



are similar to those in the Food _ ^.j,—-. one* each vear 

Required Food Stamp Program participant* to register for employment onoe eacn year 

Authorised the Secr^^Agnculture ioj**«** C^P^^rtiiSn" 1 " 6 * 

Food ^»"p Pragram participants. _ _ 

dures for selecting authorised representatives. 
Incm*ed the disqualification period by 30 days (from Wto 90) for bouaehoWs in which the 

with the otter program's requirement*. 
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Proposed rule issued May 24, 1983. Final 
rule expected in August 1984. 

Proposed rule issued May 24. 1983. Final 

rule expected in August 1984. 
Proposed role iwtied Nowbw 19, 982- 

Final rule expected in December 1984. 
Proposed rule tamed Novef^er 80, 1983. 

Final rule expected in frsceoiber 1984 
Proposed role mued April 19, Final 

rule expected in September 1984, 

The Service said thai provision was discre- 
tionary and that it did not intend to 
lame regulations because it did not cur- 
really view this Area as a serious pmb- 



Propoeed rate rated May 24, M Final 

rule expected in August 1984. 
Proposed rule issued May 24, 1984. Final 

rule expected Ui August 1984 
Proposed rule avuedllay 24, 198S. Final 

rule espBded in Aogiat im 
Proposed role issued April 19. VBO. Final 
role expected in September 1984. 



12 > request waive?* to aehrew cxm&steacy witti ttna w r r 

Rnol rule e*pected in August 19W- 
^^^^ 

matching miuimnent . w ^ „ tn m certify households Proposed rnk expected in Detyiuber KM**. 

AutEoJ Wtarv for A^^^^^^^J^^S Sr^SfthTreSS Fbih rule expected in June H*5.« 
subject to either monthly or petwd* W^J*l H, £ U ^Sn ^Kholds beyonTthe 
frSth minimum <2> *^ n f H , re ^£^inco^fon a SSStiV?S for Skmal 

often than once a month. 
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Question. Could you elaborate on what stepo could be takento or even 

require, greater Urging of benefits on thehWwt rec^nte? 

Answer We are developing a report, which we expect toww about »l»een«oi 
tr^^onour^ew^romenX^tB, arrfOUlfcfWlC. P«^^«Pf™^ 
iTfrWrtates (California, nUooK Minnesota, Nevada, and J*ffgh»ff 
deal^ten^^th the nature and esteut of tai^ng m tW rtatep^™™ 
and with stew identified by us and others for targeting WIC benefits more e™**^ 
Wln^seSe 1ara^laear»*rectiiig evailabkWIC benefits on a pmnty basis 
to Lg^ S^X^e^C benefita on. prionty b-sta tortjose groups 
withirTtte^ned WIC eligible population that medical wience and <^^"*£"; 

P^partuxn (afterbirth) women arid children confute s lower priority In term, of 

P °At 1 uS l prSnt time WIC kgistatfan and rules actually require ta^ng only 
when wSdoaSTiuw full,^l«Sable funding does not permit en roUment of 
aEonal participTn* Under these dremnetances WIC agencies are to mainjton 
waiUn^^baSTon federal priotity risk .categories and are to en roll new partict- 
pantsfrom these prioritired lists as caseload openings becoine avaUabte. 
^ThereT no formal Service policy emphasmng **g*^J*°^.?^*J? 
higher priority categories-wh5e^ccept%any digfSa [^^^^J^JT, 
sSa of aVailabte funding. r^raaTofccials ^thwh«n we general^ 
ewreed that such a policy would put state and tocal agencies on MUre^ttheyare 
^oectedto torset tfc programalt also would provide a foundation for j^y** 

( ^te 0 ^7lSrp^i« officials in the states we reviewed pointed out that 
chan^ b d tri^y r wKnSTbar^ couW reduce fun^^J^ and 
unpredictability and creed* a program managetnent «»ra^ H ^ s '^^ t ^."T 

create an environment more conducive to t*^?*^^^ 1 ^^^^^ 
that data on the composition of state agency caseloads* ^.""J^fvr^™^ 
the Servke as a SforlSon^ 

adjusting fund allocation formulas and guiding future funding decisions in hgnt « 
ffi^a^cies do relatireiy lUJe te^outre^chfocured 
on bringing wto WIC these j3g£prierity PS&^&fi? J^^L^S 
from being in the program. Some program officials ^^J^^^^|SLrJ 
fervice tonlay in assisting WIC agencies to devekm more effocth^e^ 

^ reS^Sworks with heal* care providers and social service agones dealing 

agenciea^^rag* thTusTaid perhaps the overuse and «^.^ ""^V^ 
afr^Tfactors such as inadequate dietwyjpatterni and ^J£«^ t ^, ,w 2^S 1 S 
nessioo. These factors are widely considered to be subjective easy factors wnam 
canT\unrfwben no other nutritional risk condition can be found to iusoify enroH. 
fog new participants or prolonging the pari^atw, EES SJSl 

prVam/The use of such factors varies widely from local agency tolecalsgaawy 
fow^from state to state. Many WIC nutritionists and edmmistratow we contacted 
we^ f yfovo?of tor^aUopia»ed to) reati^nns^ tite use of these factors as a 
means of encouraging targeting to higher pr^y^y^" 6 ^ . 

Question. As you may know, I have recommended in a 2M£rw^iSS"»J "JgL 
mitUd tocarry WasWh as three percent £thehjum«sal ^^Hff^™ vS 
nest fiscal year. Does this adequately address the concept you described, or are you 

'TSSf ^DS^^ST^^^ti^n of Illative j^rision. 
which^Suire thVoeriodkrecove^and reallocation of funds from stateagencies. 

quirement would not in itself assure that Wfcstste nancies * 
SefSl anwunt of their annual WIC funds, They said that *^*ffZ^** 
thor ty is needed to provide WIC administrators with the kfoa of fund carryover 
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fleubHitv which many haw claimed would enhance their ability to nB^ «» 
Sand oSmtoui of limited resources. Caxxyowr author rty up * » Perentof a 
^ ^n^'s fiscal war allocation wouW fall within the range most frequently 

state agency s y»« , " „.;»w in the course of our 

cited by local and state adsunatratoni with whom www™ OTUra * 
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STATEMENT OF WW. JESSE HELMS, 
A D.S. SENATOR FEO* EOnTH CAS0LWA 

Tod., the Comnitte* continues its oversight of various program 
-ithln the Food and nutrition Service. These Include the food 
ItX. *ild -"Itlon. and c^Uy distribution ^agr^. 
JoSatively, these pregra** constitute the portion « 

thT entire Department of Agriculture budget-and, as such, con 
atltuS one of ttannjur responsibilities of this co*»itte« The 
AdninistrlJioo has noted that through these prograns about 95 
^lfo„ ^ra-re, subs-idi,«d ever, day-s masher that has never 

been higher. 

in previous hearing., both by the fall Co»ittee sod the Hutri- 
™ ^t«-»i t tee chaired by Senator Dole, we have heard fro* a 
toSd vaSety ^f ^rttnesie. aho work vita these ptogran*. pri- 
SSv at the state and local level. Today. we to 
V£j*o o^rseethe progr-s fro. the Federal 1-ul-hoth those 

xsx samara 

rent fiaoiX year* 

As we nove toward a markup next week, certainly ^e context of 

SS?f. all "3 thesTprograns. tn thelWO'. we si^y wast 
operate within the renin of fiscal responsibility. 

1 know that there are —bare who sincerely feel that increases 
eboald be node in -one, or all. of th«^progra»s Other Sena 
tors believe, sa 1 do, that further econoaties can be wads «»J* 
aaoagiog the fnnda«mtal purpose, of the program, or affecting 
truly poor recipients. 

- «„_,„„, t have proposed reforms in the food stanp progran 
thlr-oTls^e oveTsirrbTllion over three Tears prtjari* by 
Baking Statea nore accountable and responsible for their overis 
Nuance errors. A new CAO report reinforces ny view that we sin- 

m 
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ply nu«t require greater improvement In the States' adnlnistra- 
tlon of the prograe. 

I have proposed reinstating the weans test for children la day 
care hones receiving weals under the child care food P^f""* 
savings of almost SlOO million simply hy targeting benefits to 
the eost needy. 

1 have proposed instituting a means test for psrtictpation in 
the sumner food service program, a program that currently is not 
sufficiently directed to poor children. 

These are reasonable, modest proposals that better target Fed- 
eral dollars without reducing benefits to the truly needy at all. 
Our witnesses today nay be able to suggest further improvements— 
with or without a budget impact. 

I would say to those who favor any increases in these or other 
program that they must address bow they would pay for such 
Increases. In reauthorizing the flue expiring programs—as well 
es considering other programs—we sioply mist come up with a bill 
that has no net cost to the taxpayer . 

Perhaps some priorities within these programs can be shifted. 
Vm certainly willing to work with Senators on that. But I can- 
not imagine that at a time of alleged concern with mounting 
deficits. Senators in this Committee or in the full Senate are 
going to be prepare to Increase spending in these areas, no mat- 
ter how politically retractive that option may seem to be. 

Member* of the House and Senate simply cannot be talking about 
concerns with deficits on the Floor one minute and then proposing 
multlmililon dollar increases in spending in Committee the next. 
Budget deficits approaching $200 billion per year wnnot be 
reduced by adding several Billion dollars more for various food 
assistance programs, oo matter how well-intentioned. 

Citizens who are Just as concerned with child nutrition, for 
Instance, as self-proclaimed advocates claim to be, hsve indi- 
cated that the action that would most help children— now and In 
the future— is for the Congress to reduce spending end thereby 
elieioate deficit spending. Only then will our children s 
future, and that of our children's children, be economically 
sound. all available data points to the fact that when govero- 
aent spending is managed in a fiscally responsible way it Is the 
poor who are the first to benefit and it is the poor who benefit 
in the greatest proportion— from less Inflation and lower in- 
terest rates. 



STATEMENT OF HON. BOB DOU, A U.S. SENATOR FROM KANSAS 

Mr. Chairman and Members of the Coasittee, I understand the Ad- 
ministration sent its child nutrition legislation to the Hill 
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yesterday, so title hearing Is a very timely one for us to hear 
witnesses from the USOA Food and nutrition Service, Inspector 
General* e Office, and General Accounting Office* 

During the past year, there has been a lot of media and con- 
gressional attention f otusaed on hunger problem* in America. 
This baa come at a time when the federal government Is serving 
more people through its nutrition programs than ever before, and 
has invested more Federal resources in providing food assistance 
than In the past. Last year, the federal government spent close 
to 18 billion dollars on its various USDA-admin i s t e red food 
programs. The food stamp program served about 23 million people 
and the VIC program grew to serve about 3 million women, infants, 
and children. 

Child nutrition Reauthorization 

This year, the primary focus of nutrition legislation will be 
to reauthorize the expiring child nutrition programs. These in- 
clude the special supplemental food program for Women, Infants, 
and Children, Nutrition education and Training, State Administra- 
tive Expenses, and the Summer food Service program, as well as 
the authority to purchase section 32 commodities. As usually 
happens when me go through this reauthorization process, we end 
up evaluating the effectiveness of all the child nutrition 
programs, including the school lunch, school breakfast and the 
child care food programs. 

Task Force Recommendations 

This past January, the President's Task Force on Food As- 
sistance made a comprehensive report, which Included many con- 
structive recommendations for changes in Federal Food programs in 
response to M hunger M problems In this country. For example, the 
Task Force recwsmeoded for the Food Stamp program that the 
thrifty food plan be restored to its full 100 percent, that as- 
sets limits be raised, and that special accomodations be made to 
make the program more accessible to the homeless, etc. It 
remains for the Congress to act upon these proposals, but, given 
the timetable for the short election year session this year, we 
may never be able to pass legislation. This means that such 
reanosendatltfns will be more fully explored in the context of 
program reauthorization next year with the 1985 farm bill. 
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TESTTffW rtP MAX* C. JAtMTT 
AS'IST^T 5BCRETART /Ql POOP *»D COMSOMlll IM»CHS 
ASaSWSiT AfI|BBT of AORIC0LT8M 

dr. Chairaaa, of th * ^Sl!!*!* 

Jirgll Conrad. Deputy ^• 1 " 1 "5" r 2VXi*I!. * 
lutritlon Progrnus of the Pood '«d ^'T^"" tor 
Service, and C«i. Sr.ley. "5 
for Bpeelel Sutrltioa Program* of the Food and 
Nutrition Service. 

At the outset, X can report to you that the 
network of food assistance prograne operated 
through the Food and Hutritioa Service - 
the Food Sta.p Program la the principal vehicle for 
ioi-I«co.e nntrltio. assistance - f enctio.ed 
;!i I dorlng recent difficult time.. «• remain 
commit".* to .d.l.i.t.rtn. JSfclTSSSScSrt.. 

s.su s ::? Wis ss. . 

fl n.r«»or r «^-r«:«r: t h : iegitinac, of food 
...l.taace programs in the eve. of the taxpayers. 

It in our strong sense that the pre.eat level 
of ted.et.rv support for 'ood assistance would he 

«nt if fartfeer error reductions • 
leiilietretlve simplifications, and eorh incentives 
U.Ie.enced. the Food Sep Fregrs. c.rr.ntly 
lit. a 21 million peeple in 7.5 nllllon households 
set * s a iu«« u _< 11 ion people le 13 

on average each month (and 3b mxkiion 
-llllon households over the course of a year). At 
tin. w. have hnd the largest l " 

nveroavaents cost tne us Te*p»y«™ Y . . Itt 

" , sls.able federal resource ess psldln 

error to Jer.oss -ho did not ueet the standards 
legislated by Congress. 

The currant ecooouic recovery vlll reduce both 
the .!« ana cost of the Food St.np Frogra. neat 

months to cote - The badger sudw* i-v^w **j 
the »onr,i.» ^ ^ v fc l0 . ri d 6 uneaployient 
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percent. This Is a fairly conierfative assumption 
since the unemployment rate la February 1984 use 
also 7.8 percent. With thin assumption, we expect 
the Program to reach en average of 20 million 
people each <ionth nAt year* 



Wow that we haVh embarked upon a vigorous 
economic recovery which caa he expected to provide 
■ore Joha for needy low-income parsons no* 
receiving public assistance, we must do all that va 
can to sustain that growing economic prosperity. 
We moat critically examine expenditures when we are 
faced with the terrifying Implications of 
tomorrow's rampant budget deficits. The Federal 
commitment to feeding low-income persona is 
substantial. USD* alone subsidises totally or in 
part 95 million meals a day, or about 14X of the 
dally meals consumed tn the country. This is a 
very siseahie commitment. 

HoWi I would like to discuss our major 
legislative proposals for the Food Stamp Program. 
Our proposed changes will go a long way ta meet the 
goal of simplification and to enhance program 
integrity. t v ii now briefly summarise our 
recommends t ions . 

First, households containing only recipients 
of benefits of the Aid to Families with Dependent 
Children (AFDC) program would be categorically 
eligible for the Food Stamp Program. This would 
streamline application processing for shout one of 
every four households* Because of the similarity 
in the financial eligibility criteria for the two 
programs, there is now a great deal of duplication 
in the separate application processes*. This 
provision would eliminate that duplication, 
simplify administration, and enhance compatibility 
between the two programs. Kllgiblilfy workers 
would be freed to spend more time with other 
recipients, including those cases more likely to 
result in error. 

Second, *e propose to make the now optional 
Community Work Experience Program (CHEF) mandatory. 
Under this program, able-bodied hut unemployed food 
stamp recipients would be required to perform work 
to "pay" for the value of their benefita. Failure 
to do so would result in a two-month 
disqualification for the household. States would 
be provided with maximum flexibility to design and 
«*p4rate programs best suited to their particular 
needs. To assure that CWKF's arm properly 
administered. States are required to offer 
employment or community service opportunities. We 
see this provision assisting part lei pants by 
providing needed exposure to the work environment 
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and strengthening the work ethic. Selng able to 
«ork will give reclplmats a new dignity and 
self-esteem. In addttlon, this work eaperlence 
glees the able-bodied unemployed an opportunity to 
repay the community their Food Stamp benefits. The 
community will atao benefit through the provision 
of useful public nervlcea. 

finally, we would tighten the liability system 
which penalises Stataa for e«ce««l*« error*. Onder 
current law. States are liable for errors due to 
Inaccurately determined eligibility and/or benefit 
level* when the«- error* exceed 7 percent of their 
total Issuance, h * percent tolerance goes Into 
effect In October, 1984. Liability Is assessed 
retrospectively, end represents a percentage 
reduction of the State's administrative funding 
grant. Our proposal would reduce the tolerance 
lee-i to 1 percent, effective October, 1984. Tt 
would require States to repay the full value of 
payment errors In eacesa of this standard. It 
would be assessed prospectively, baaed on a State s 
•out recent error rate and on Its share of a 
projected national dollar loss. after actual data 
*<»re available and confirmed, appropriate 
adjustments would be nade. We feel tbla proposal 
la vital. 

States lack the Incentive to Improve their 
administration uf the program since benefits are 
IOOX federally financed, tn Fiscal tear I »S*. 
States will continue to misspend over $820 million 
in Federal funds by Issuing erroneous Food Stamp 
payaen t * • 

To enhance Stat* accountability, the 
President'* budget aasunes full State liability for 
payment* ..tending 101Z of proper Food Stamp 
expenditures. The new targets would encourage 
States to aake further progress in reducing errors. 
This proposal would set the Food St sip *rror 
targets at the same level as those currently 
applicable for AFDC and Medicaid. The lower target 
fn no wsy affect* the benefits of eligible 
rec I pi en t a . 

To these propossls will Improve 

m* nsR-.ae.it of the Pood Stamp Program and reduce 
^t,, hut will mot reduce benefits for those who 
need to supplement their food purchasing power with 
government .iiilittnce u«»d who meet their 
responsibilities toward the pr.jjram. These 
pr„p.,sale *r.> ,ff«r«d in the broader contest of 
flacil rnrrdnr and the to reduce the Federal 

deficit. 

Th . Mmlnl stratlon'e leglslmt t ve proposals 
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concerning child nutrition and commod i t 1 es are 
several In number, they coatina* the effort to 
focus asalstnnce en needy children and to simplify 
program admlnlst rat ton* 

Flrat, we propane to entand the authorisation 
of state adelntatrat ive expeas«i for one year. We 
believe that there ace problem* with the existing 
SAK formula that create loter-etate Inequities and 
which deserve careful study before a lengthier 
authorisation la prud*nt. Alao, our proposal woeld 
limit the amount of unused funding that Statea can 
carry over (roe one fiscal year to the next, in 
this way the fteper taent can reduce the large 
amounts of unused SAB from prior year* currently 
outsta tiding In so*e State*. 

Second, we would strengthen procedure* for 
verifying eligibility for free and reduced price 
meale. Since Implement at Ion of the Income 
verification requirements la th* school lunch 
program, savlaga have accrued to the Federal 
government, rtur prop >sal would help defray locally 
borne costs of varl fixation by reimbursing the 
admin i 9 1 rat I ve coat* Incurred by food stamp office* 
la providing * :*rt I f lest* of participation to food 
staep honaeholda applying for free eesla. 

Third, we 4miM cr**attt an Independent special 
«H8i»t.u«"» factor for reduci»d~p t ic* meala t n 
school-baaed program*. A* a reaul t f relmbarm-aeit 
rates for meals la all price categorlea would be 
Increased by the sa*c coi t-of -1 I vi ng adjoatment. 
Because the current law t lea the reduced-price 
subsidy to the free subsidy (It la currently 40 cents 
lean for lunched and 10 centa lea* for breakfast*) f 
reduced-price meals receive a higher Increase when an 
adjustment for Inflation la made* 

Fourth, we would consolidate the Summer Food 
Service Program and the Child Care Fond Program 
Into a non-school program grant to States. This 
grant *ould h« funded at the tf85 current service* 
level for the two programs It would replace* Meal 
oaslataic- for Head Start canter*, at present 
funded under the Child Care Feeding program, would 
he available through a correapond lag increase In 
Hea*i Start funding. The non-achool program grant 
will substantially increase State fle*lblli:y and 
senile two major effecta. First, admlnlatratlve 
efficiencies will ba realised through a reduction 
In prograa oapletlty. Second, Statea will be able 
to tailor pr<,&tH** under this grant to meet the 
specific needs of their State 1 * population. 
Primarily, funis would be targeted to se*?t tha needs 
of children of low-income households* 
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Fifth, ve would discontinue fnderai funding 
Cot the Kutrltion Education and Training Frogram. 
This program, authorised in 1917 9 originally 
provided seed woney for the State* to begin or 
augment ««lsting nutrition education program*. 
These programs ara now wail ewtablialied and the 
Federal purpose has bean served* *ow the States 
should be given the opportunity to determine and 
Implement their own nutrition education prograas. 

8i*th, we would eliminate the direct Federal 
administration of Child Mutrltlou program*. 
Currently, the Food and Nutrition Service operates 
Child nutrition Frograms, including the Special 
»tlt k, Program, in States which do not administer 
these programs through their own agencies, F«S 
tegional Offices currently operate portions of the 
school nutrition programs I* I* states, the Child 
Care Food Frogram ta nine States and the Summer 
Food Service Frogram in 17 States where State law 
or policy prevent State agencies from doing so* 
The burden of administer ing these programs, added 
to the Regional Offices' normal duties, creates an 
Immense workload for these offices. Since States 
are responsible for making Federal programs 
available to their cltisans, it is an inappropriate 
use of Federal resources to act as a State agency 
is administering these programs. Finally, this 
action would resolve some of the ambiguities 
created by having differing rules for States and 
Regions with respect to audit closures, report 
submission deadlines, etc. 

Seventh, we would extend for a yesr the 
authorisation to use Section 32 funds to provide 
agricultural commodities to programs operating 
under the national School Lunch Act, and the Child 
nutrition Act ♦ 1966. The current authorisation 
expires on September 10, lvS4. Also, we would 
require that commodity entitlements be based on the 
actual number of meals served during the previous 
school year instead of an estimate of the number of 
seal* th.U will he served. This chaage will enable 
the Secretary to establish commodity amounts for 
each State at the beginning of the year based on 
the actus! data reported by States. States will 
have greater assurances of the level of commodities 
they will receive during the year and, therefore, 
will a*t face the prospect of revised commodity 
levels because the Hepartu^ut changes its 
projection of the number of meals served during the 
y«s r * 

Kighth, we would #?x**ud the Special 
Supplemental Food Frogram for Women, Infants and 
Children ClIC) for one year. Several studies 
concerning VIC are due to be repotted within the 
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year, and bell*** it I* essential Co incorporate 
these study findings into re-authorisation 
deliberation*. In addition, oar proposal would 
mllmin*** the provision* which require regular 
reallo* lion of program funds. WIG Program 
administration hss improved over tha yeara aad Statin 
are not experiencing problems with unspent funds. 
Rather, States ar* spending according to plan* 
established at the beginning of each fiscal year, 
ty eliminating the reallocation provisions, States 
will be assured of their annual grant and the 
Agency will not be required to perform 
reallocations of the aver .Increasing pot of excess 
funds. 

Farther, -j.ir proposal would r»* luce the amount 
of money set aside for administration of VIC from 
20* to 18* of the appropriation. In a time of 
limited resour*** It Is important to rnstralu 
overhead costs so that a greater proportion of 
program funding is demoted to supple*** ntal food 
assistance. Th<» program has been operating on a 
stable basitf for juvermi years so Stat** are in a 
^ood position to strengthen their operating 
processes to mak* them mor* efficient. Kb a 
further help, tb« Department also proposes to 
remove the requirement to spend one-si*th of these 
fuoJs for nutrition education. However, 5t?ite* 
will still ba required to he provide nutrition 
education. 

Mr. Chairman, that concludes my formal remark*. 
I mill be pleased to respond to questions. 
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STATEMENT OF 
BRIAN P. CROWLEY 
SESIOR ASSOCIATE DIRECTOR 
RESOURCES, COWKJUTt, MiO ECONOMIC DEVELOPMENT DIVISION 

UNITED STATES GENERAL ACCUUNTINC OFFICE 
. Chairman and Mt-obrrs of Che Qotmittre: 



We are here today at your Imitation to dlscuas work relating 
to the Depart*^ of Agriculture's domestic food Wilt^ Jio- 
scams. Too asked that we discuss the Food St sap. Child Nutrition, 
and special co—odicy distribution program, and that we provide 
information fro. completed reports as well as any ongoing related 
work. 

My presentation today will focus on the following issues: ID 
overissued Food Stamp Program benefits; (2) wage etching, collec- 
tions, and corrective action plans in the Food Stamp Program; «> 
prrur . rt r. sanction systems for needs-baaed programs; (a) benefit 
targeting and rested Issues In the Special S«ppl«ent.l Food Pro- 
gram for W.men. Infants, and Children (WIC); (5) School Lunch Pro- 
gram oartlclpatlon; <o) the special coaaodlty distribution program; 
tnd (?) recently sta.ted work involving eligibility redeterminations 
in the Food Stamp and the Aid to Families with Dependent Children 
t Af DC) Pr»Rra«s, food stamp benefit delivery aystems, and the 
iutSuaUo" and mooring of retail vendors In the Food Stamp and 
WIC Programs, 

OVERISSUED FOOD STAMP BENEFITS 

In , report 1 Issued In February 1983, we discussed the need to 
recover Food Stamp Program costs attributed to errors or fraud. We 
noted that total overissued pre ram benefits (includ 
fits to eligible persons and benefits issued to ineligible persons) 
Jirl Iw S SlUon a year and. in fiscal year 1981 (the ate.t 
period lor which we had Information at the time of that review;, 
represented -bout 10 percent of all benefits issued. More recent 
data shows that error rstes have declined hut, bec«U»» of 
in total program outlays, overpayments still approach SI billion a 
year. The annual dollar loss la equivalent to what Is spent to pro- 
vide food satistame to almost 2 million needy people. Our report 
di.cu.sed the nee< for states to identify .peclflc overl.au.nc- 
cases and take ac n to collect overissued benefit, and pursue sus- 
pected fraud. 

Sln^e then, we have initiated several follow-up roviews and 
have started work in other food assistance areas. Some of these 
efforts address both the Food Stamp Program and the AFDC Program 
which Is administered by the Department of Health and Human 
Services. 

WACr. MATCHING 

in our February 1983 report, we noted that wage matching, 
required by law In both the Food Stamp and AFDC Programa, is a 

I Need lor Grea ter l.tlortn Jo Bedcover, »f Fnod Stamp. Obtained, 

Thr ^hTrrors Or Ftau d, (OAO/RCED-H > 40, Feb. 4, 19*3). 
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promising technique for identifying erroneous earning* Information 
reported by households participating in needs- based programs. 
Basically, it involves comparing household- reported earnings with 
wage Information available from am independent source— gene rally the 
state agency administering to* unemployment compensation program. 
Uage dif ferences noted in the comparison are thea followed up, 
resolved, and remedied aa mecesmary through adjustments of current 
benefits and collections of prior ©weriaamaaces. States also can 
pursue suspected participant fraud or misrepresentation through 
administrative hearings or through the courts. 

We recently completed field work ot» a review of rood Stamp mage 
matching in five atates (Florida, Louisiana. Hew Jersey, Se w Yo rk, 
and TrKas). In four of the five atates, automated systems were not 
routinely used to Identify participants whose food stamp records 
showed reported wages differing materially from wage data indepen- 
dently reported by employers. Also, in four of the five atates, 
members of households that had formerly participated in the program 
were not always subject to wage matching for the periods when they 
received benefits. About two-thirds of the approximately 700 ran- 
domly selected cases we reviewed in local offices in the five states 
showed significant differences (averaging over $900 per case for a 
3-month period) between independent employer- reported wage data and 
the household-reported earnings shown in program casefiles. We 
selected the cases we reviewed from those for which independent wage 
data had been referred to local program offices 6 to 12 months 
earlier so that sufficient time would have been available for local 
otilce* to identify and resolve any inaccuracies in participant- 
reported Income. 

Oar work indicated that about 90 percent of the cases with 
differences were not handled properly by the local offices. The 
problems involved local offices 1 not taking appropriate steps in 
manually matching independent wage data with earnings data in pro- 
gram casefiles, not consistently following up and resolving indi- 
cated differences, and not using the results to adjust current 
participants' benefits or establish claims for prior-period over- 
issuances. Indications were that Agriculture and the states could 
have provided better guidance, assistance, and training on how to 
efficiently carry out wage-matching responsibilities. 

The Food Stamp and AF0C Programs are administered by difiereot 
federal agencies but a single «tate administrator often has respon- 
sibility for both programs; the same local offices usually 
administer both programs; and the same wage matching system was used 
for both programs in the states we reviewed. About IV> of th* Food 
Stamp households with differences in reported earnings also had 
received AFDC benefita based on apparently inaccurate earnings data. 
The results of our review of those cases indicated that states were 
experiencing the same types of problems with wage matching for both 
the Food Stamp and AFDC Programs. 

COLLECTIONS 

We also noted in our February 1983 report that states collected 
only about $20 million for a 2-year period, or about i cent of **ch 
overissued Food Stamp dollar. State officials often cited the 
absence of sufficient financial incentives and effective collection 
tools as reasons why their collection activities had not been more 
aggressive. 
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The cmgmi recognised the a*** to incresae recoveries and 
atrVngtheoed collection techniques by requiring states to t»ae 
recoupment: that is, to recover owrinswwi from current AJDC and 
FoodStamp participants by reducing their monthly beuef ite. To give 
•totes greater incentive to collect aore overissued • *■* 

Congreaa alao at lowed atacea to keep 15 percent of Food Stamp col- 
lectiooa oa claim caused by noc fraud participant errora. 

We are currently making a foUowup review to determine what 
effect these changee have bad on atatee' collection efforts la the 
Pood Stamp and AFDC prograsm. Frelimlmary indications are that col- 
lections are increasing, bat we are finding evidence that states 
«ere not asking suisn one of the recoupaent method becanae they 
did not give priority to processing backlogged claims involving 
current participants. In addition, Food Stamp procedures for noti- 
fying participants regarding amounts oned and initiating recoopnent 
procedures are tine consuming, also, indications are that states 
primary method for collecting from households n? longer receiving 
benefits is to send letters requesting repayment, rather than using 
additional collection techniques such as intercepting state income 
tax refunds. 

Pood St sap legislation requires that benefit overisauancea to 
participating households be recovered by reducing monthly benefits; 
however, this requirement applies only to p«rtlcip«t-csused ^rors. 
In our 1983 report and in subsequent testimony before s subcommittee 
of the House Committee oa Agriculture, we recommended that the 
Congress amend the Food Stamp act of 1977 to conform with AFDC 
legislation which provides for mandatory offset against *FDC parti- 
cipant benefits for overpayments caused by any type arroj^-vhether 
agency caused or recipient cammed. A provision in S. lf», under 
consideration by this Committee, would sccompUeh this change. Be 
also rec<imnended that states be required to take appropriate action 
under state law to recover overissuaacee againat the income or 
resources of individuals or households mo longer receiving benefits. 
Our ongoing work is reconfirming the need for theme changes. 

CORRECTIVE ACTIOS FUMS 

Within the nest few weeks we will be issuing a report on the 
corrective action process— Agriculture's management system for 
having states identify and correct problems in the Food Stamp Pro- 
gram. Boring our review in five otates (Maryland, Illinois, Ohio. 
New Mexico, and Teams), we found that agriculture hss encouraged 
better management, but aome areas seed further attention. 

State corrective action plana did not always address serious 
problems such as identifying overissued benefits, collecting over- 
payments, and pursuing fraud, and some states did not always follow 
federal requirement, to monitor and evaluate local office, progress 
in carrying out the corrective actions included In state plana, we 
also found that federal regulations, which required states to make 
reviews taking a great deal of time and resources, had not been 
updated for several years snd did not cover such key program func- 
tions ss wage matching and the recoupment provision for recovering 
overissuances. 

ERROR-RATE SANCTIOH SYSTEMS 

In response to your request, we recently completed s review of 
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eai.ting procedures tot holding state mk M ^\^lTl\°^ 
MtaifilstrAtioa of ttw Food Stwp, a*w* mma js^w*™™*--* * 

Prograo.. Oar ? '^^.Tf 

error-rat* targets acceptable |H.rc«t«g»» o» '"oofwu 

I™nt error.) e.tsbllsbed (or thr ptograa. ha** differed J* 

a 3 percent target for Food St***. * Fercetit xor mi, mm * r 
for AFDC* 

Th, dollar bmm** to «t*ic* «F «ror rote percentage* 

ErT^^anmoaTaaaessed against tuut. »nd base done wl« W 

corrective action. 

In contrast, thr federal gwt-at ha. acknow J^jSi^^g. 
—ill .t.tes about 51W alUlon aaseseed against It since I* 7 * tor 

SSI benefits. 

iisna and HNS data show that error rates base dropped s»re in 
the rooTs^P rx S 4"- than In the « ** ™ 
atlll higher tbaa thoae for the other two prograw. 

WIC PROGRAM TARCETIMC DELATED ISSUES 

To be eligible far WIC benefits, spplicsnt. wmt aaet income 
Halts established to accordance with federal re,ulre*«t. «od be 
coSideled "at nutrition^ risk" on the baai. of "• t ~£*";• ,,,K, 
risk criteria. WIC ha. grown rapidly in receat J*«s. „ 
tl " , . - . , i < mi wwn infants, and children, 

participation is now about 3 uU 1 ."fT? . ' officials 
and annual program casta are about SI. 2 "*"~* 
Sognlaa that budgetary coa.tr.iats are likely 
growth in future ye.rs. Osr recently completed t leld wort 
KTirogr- focused on what could be done to ? lBl £ d 
f und"tt tho.e considered to be .t greatest ^^tioaal risk. We 
fZd brtmd agreed aaong prngr^^ctora^ ««m ^U". 

certifying officials that pregnant woswn. »^*"^*J5Ir5 «*«• 
»«l children under age three (in roughly that order/ were 
iorTuaeJf to be Yt r^bectse of Proust, income, heal th 
. «^t» and Sore «t to benefit f to- tiaely WIC intervention than 
oon^rea.tfeeSng wo-» and older cnildren. 

l™rZ lipacHnd insuring effectiee «« of lilted funds. 
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Our work In f Ue states (California, Illinois, Minnesota, 
Nevada, and Pennsylvania) showed relatively little targe ting being 
done. Current program rules do dot require or even encourage 
targeting except under circumstances where a state or local agency 
program has attained <wx1m caseload; that is, when available 
funding will not support further increases lo the masher of partici- 
pants. Is such aa event v VIC agencies are required to maintain 
applicant waiting Hots grouped according to federal ly-preacri bed 
priority risk categories and to enroll from these lists on a one- 
for-one replacement basis only as other participants cose off the 
program* 

However, since an agency say be in a uaxiwuw^caseload targeting 
situation for only limited periods of time during a program year, or 
perhaps not at all, it would not be required to target just when 
targeting would make the most sense and would likely be moat produc- 
tive; that is, when available funds would enable It to increase 
enrollment by taking on new participants. Based on our work and 
discussions with program officials at locations we visited, it 
appears chat agriculture could do more to emphasise targeting as a 
principal program objective, make state agency performance in this 
area a major focus of its WtC management evaluations, build-in 
targeting performance as an incentive factor in its fund allocation 
formula, and help states to target their outreach and develop health 
care networks to assure referrals of high risk applicants to their 
VIC programs* 

Our work also touched on two related points dealing with VIC 
funding and VIC eligibility standards and procedures* we found 
broad agreement that when VIC funding uncertainties continue into 
the program year and their ultimate resolution results in more or 
less program funds than originally anticipated, state and local 
agencies have difficulty planning and managing their caseloads and 
have to make special efforts to avoid the risk of having Agriculture 1 
recover and reallocate any unspent VIC funds to other states. Some 
local agency directors told us that the pressures to enroll partici- 
pants quickly and to maintain participation at the new, higher case- 
load levels made possible by Infusions of additional funding at 
unpredictable intervals often turn VIC into a -numbers game* where 
the relative health risk or need of those served becomes less i 
important than simply filling the available caseload slots* ' 

These kinds of pressures are at odds with the concept of 
targeting to priority needs because VIC agencies sometimes feel 
that, to avoid the possibility of losing VIC money, they have to 
spend the money quickly on the most accessible eligible* available 
without necessarily considering the relative priority of their 
needs. Some VIC officials agreed that a more stable funding 
approach — including authority for states and VIC agencies to carry 
over part of their program funds, without loss, from one year to the 
next — would provide them needed management flexibility and oppor- 
tunity for targeting initiatives. 

Our analyses and discussions at local VIC offices also have 
suggested a need to refine and tighten some of the nutritional risk 
criteria presently used to enroll VIC participants, and to take It 
more uniform nationwide, the nutritional risk criteria differ from 
state to state and result in disparities as to who can qualify for 
the program. For example, someone st risk for anemia In one state 
would not necessarily be considered at risk in another. One state 
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may consider coemption of more then • mlnlnal amount of «*«f*f 
la tea, coffee, or colas as a risk facto* for pregnant wouen smile 
another may not. Statas also differ as to tha aga cutoff used for 
def ioiag Che risk factor of adolescent pregnancy— such aga may wary 
from leaa than 15 years of ago <at the time of conception) In one 
.tat* to aga 19 or wad** la another. Oo* of oar aarllar reports 
addraased tkli asm* general lasm* and pointed oat tha meed to assure 
Mic applicants more e«ul table access to program benefits regardless 
of where they lis*. Also, although WC participants are to a t 
established Income criteria based on family sine, w* noted t.- *ic 
regulations do not require docusentatlon of Income eligibility, wit 
certification workers commonly accept an applicant's word en family 
lace 



Me expect that a report on ©or VIC review and the points we 
have discussed here will be issued later this year. 

SCHOOL UmCH PROGRAM PAKTICIPATIOM 

in a report 3 Issued laat month, we discussed School lunch 
Program participation and federal expenditures for free, reduced- 
price, and full-price lunches for the 1979-83 period during which 
the 1990 and 1911 second Hot Ion Acts toe* effect. The report 
pointed out that student participation in the program declined froa 
27 million in fiscal year 1979 to 23.1 million in fiscal year: 1983 
primarily because fewer students ate full-price lunches. As a 
result. 1982 marked the first time in program history that schools 
se^d mire free and reduced-price school lunches than full-price 
lunches. 

Between fiscal years 1979 and 1983, the number of schools 
particlpatiag in the School lunch Program and the enrollment of 
those schools decreased by 4.1 percent and 8.7 percent. ^«P*c- 
tleely. allghtly outpacing the drop in the total number of schools 
and student enrollment nationally. 

The report points out that since 1979, the number of 
with children eligible for free lunches increased by 27.5 percent 
«d that federal expenditures for these lunches Increased at about 
the same rate. TheTumber of families with children eligible for 
rSueeTpSce lunches increased (7.6 percent) while ^nditures for 
these lunches decreased (12 percent). The number of «* eh 
children that would have to pay the full price for lunch and the 
federal dollars spent on these lunches decreased by 12.2 percent and 
*3.B percent, respectively. Total federal eapendltores for the 
School lunch Program in fiscal year 1983 were about $3.2 billion- 
greater than at any tine except for the peak year of 1981. 



2-rhe Special Supplemental Food Pro gram For women. Infants, and 
Children (Wig—How Can It Work setter? (CEP-79-53, Feb. 27, 
1979). 

Participation In the National School lunch Program (GAO/RCED-84 
132, Mar. 30, 198*). 
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OQHHOIKTT DISTRlBUTlOn* 

we also have reported 4 , at the r«jw#t Q* this cossrtttee . 
and others, on the administration and success of a special cownodity 
distribution program started in December IMI to provide surplus 
dairy products to needy persons and to concurrently reduce federal 
costs of acquiring and storing surplus protects. The value of 
government-owned dairy products increased froa $569 million in 
September 1979 to $3.7 billion in September 1983. 

Agriculture had not developed national q sidelines to ensure 
that only the needy participated in the distribution program because 
It believed that large scale federal Involvement would have con* 
fllcted with the program's temporary and volunteer nature. It con- 
sidered states to be more aware of who needed assistance* 

As a result, we found that program administrative practices 
varied widely among states and. in some cases, by locality; program 
abuses occurred; and displacement of commercial sales was greater 
than necessary. During our review in eight statea (California, 
Iowa, Massachusetts, Minnesota, Hew Jersey, Texas, Utah, and went 
Virginia) in June and July 1983, we found that five had established 
income limits ranging from 135 to 185 percent of Q» proverty guide- 
lines. The other three relied on participants' verbal statements 
that they were needy. Two states would provide donated food to 
anyone over age 60. Another offered assistance to any unemployed 
person. - 

Existing state participation criteria was not adequately 
enforced. Only three state* required identification or proof of 
eligibility. Distribution agencies in the other five states did not 
generally require this information, thus foregoing opportunities to 
deter or prevent persons from receiving duplicate benefits or high- 
income persons from participating. 

there were other program administrative differences in the 
states we visited. Distribution frequency varied from monthly to 
twice annually. Some states provided a fixed amount for each house- 
hold; others offered verisble amounta depending on household sice. 

The program's effectiveness in reducing federal purchases and 
Inventories has been lessened to the extent that donated go ve rnme nt- 
owned dairy products hove reduced (displaced) comnerclal sales* 
Although cheese and butter valued at $755 million and $261 million, 
respectively, were distributed between December 1961 and September 
1983, Agriculture's inventory of these products increased from about 
1.1 billion to about 1.5 billion pounds during this period due to 
increased purchases of surplus couutodities* 

Agriculture's June 1983 study and neirly all of the government 
and industry officials we talked with attributed recent declines in 
commercial sales in part to the special distribution program. Both 
the study and industry officials we talked with sold that the upward 
trend in sales of American*- type cheese ended when Agriculture began 
distributing large quantities of cheese, while the upward sales 
trend for other types of cheese continued. 



* Improved Administration of Special. Surplus Daiir Product Distribu- 
tion Program seeded (GAO/&CSD-flV-5S, Mar. 14, 195571 
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card system used to distribute Pood Stoop benef it* was vulnerable to 
fraud «ad resulted in the loss of millions of federal dollars. The 
Congress has authorised Agriculture to result*, states to Modify 
existing issuance system where necessary to prevent losses, and 
Agriculture has funded a demonstration project to explore alternative 
issuance system. We have mm ongoing review that will assess prog- 
ress made is reducing losses and provide inf ormtiom on system modi- 
fications that sow states are using or planning Car issuing Food 
Stamp benefits, these system range from state-of-the-art tech- 
niques such aa credit-card type instruments with encoded micro 
chips, to sere basic approaches such as requiring participants to 
pick up food stoops in person at designated locations. 

Retailer compliance 

The tfic and Food St asp Program both use food-purchase instru- 
ments (coupons and vouchers) and deliver food assistance to partici- 
pants through retail food vendors such as grocery stores and. to the 
case of WXC. drug stores. Also, both program are susceptible to 
problem and abuses such as "cashing out" of benefits and using pro- 
gran benefits to obtain other than eligible or prescribed food 
items. As s follow-up to an earlier report 6 , we have recently 
stsrted a review that will examine, compare, and evaluate federal 
and state procedures for authorizing MIC and Food Stamp retailers, 
monitoring retailers on a routine basis to assure continued com- 
pliance with program requirements, and investigating sad dealing 
with those who violate program rules. By examining both program 
simultaneously, we believe we will he better sole to Identify their 
joint as well as separate strengths and weaknesses. 



That conclude- my statement. We will be glad to respond to 
your questions. 



osegulatlon of let alters Authorised To accept Food Stamps Should Be 
Strengthened {CED-78-183, S»c. 28, 1978). 





61 



tmassmt 



(The General Accounting Office released a report on 
April 25, 1984 , entitled "Improved Administration Of 
Special Surplus Dairy Product Distribution Program 
Needed (GAO/RCED-84 58) . The digest from that report 
is printed below,) 

IMPROVED ADMINISTRATION 01 SPHClAi. 
SURPLUS DAIRY PROlWCr DISTRIBUTION PROGRAM Nil DI D 

DIGEST 

The U.S. Department of Agriculture (USDA), 
throuah its Dairy Price-Support Program, has 
purchased larae Quantities of butter, cheese, 
and nonfat dry milk in recent years. As a 
result, USPA-ovned inventories of dairy prod- 
ucts increased from about S569 million At the 
end of fiscal year 1979 to $3,7 billion at the 
end of fiscal year 1983. 

in response to the Congress* directive to 
reduce the dair\ inventories, USDA, in 
December 1981, began making cheese available to 
states for distribution to the needy. This 
effort evolved into a temporary special distri- 
bution proqram under which butter, cheese, and 
other USDA-owned products were provided to the 
needy. This proaram, which is administered by 
USPA's Food and Nutrition Service {FNS), is in 
addition to other existing commodity donation 
programs, such as the School Lunch Prooram, In 
carryina out commodity donation programs, the 
Secretary aenerally has to balance three objec- 
tives: reduce surplus inventories, feed the 
needy, and minimize disruption (displacement) 
of commercial sales. Legislation enacted in 
September 1983 reemphasised these objectives 
and extended the proaram throuah fiscal year 
1985. 

The Chairman, Senate Committee on Aoriculture, 
Nutrition, and Forestry? the Chairman, House 
Subcommittee on nomestic fflarketino. Consumer 
Relations, and Nutrition, Committee on Agri- 
culture; and Representative Cooper Evans asked 
oAO to determine whether proaram administration 
adeauate3y ensured that products were provided 
only to the needy and to develop estimates on 
the extent to which donated products displaced 
commercial sales. 

GAO believes that the absence of national pro- 
aram guidelines on such key issues as target 
population to be served and controls to assure 
that participants are eligible contributed to 
widely varying programs ^mong the states and, 
in some states, among localities. As a result, 
abuses occurred and displacement of commercial 
sales was greater than necessary. 
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In making its review, GAO visited eight states 
(California, Iowa, Massachusetts, Minnesota, 
New Jersey, Texas, Utah, and West Virginia) to 
(1) obtain information on the eligibility cri- 
teria used and the controls in effect to assure 
that proaram participants wet the established 
eligibility criteria and (2) develop "estimates 
of commercial sales displacement resulting from 
the proa ram. The eight states accounted for 
about 30 percent of all the cheese distributed 
nationwide in 1982. 

The states were judgmentally selected by GAO on 
the basis of ( 1 ) geographic dispersion (two 
states from each of four geographic areas in 
the United States used for USDA's household 
food consumption surveys), (2) quantities of 
cheese donated (some low and some high), and 
(3) usinq FNS information, the relative re- 
strict iveness of the states* program eligibil- 
ity criteria (some strict and some not strict) . 
Because the states were judgmental ly selected, 
the results of CAO's review are not projectable 
to the nation. 

GAO focused its review on cheese donations 
because cheese was the major product distrib- 
uted under the program; however, it did make a 
limited analysis of butter donations. From 
necember 1981 throuah September 1983, about 
510 million pounds of cheese valued at about 
$755 million and 174 million pounds of butter 
valued at about 5261 million were distributed 
nationwide* * 

PFOgBAM ELIGIBI LITY C RITERIA 
AND CONTROLS 

FNS deleaated much of the responsibility of ad- 
ministering the special distribution program to 
the states* including establishing eligibility 
criteria and procedures used to verify eligi- 
bility and determining frequency of distribu- 
tion? *nd Quantities to be distributed; Some 
state:,, in turn, further delegated these 
responsibilities to local distributing agen- 
cies, which include local aovernments and 
private charitable organizations. 

FNS did not provide national proaraai guidelines 
to the states because it believed that large- 
scale federal involvement was contrary to the 
t fitpnrarv and volunteer nature of the distri- 
bution and because it considered the states to 
he in a hetter position thp;i FNS to decide who 
needs assistance. As a result, oroqram adminis 
tration varied widely among the states and, in 
come caseSf by local ity. 
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In the eiqht states GAO reviewed, proa raw eliqi- 
bility quidelines ana controls varied from a 
simple reauirement that participants state that 
they were needy to reouirinq documented evidence 
that participants wet establ ished eligibility 
criteria, such as an income standard. At the 
time of GAO 1 s visits to the states in June and 
Julv 1983* 

— Three of the eiqht states had not established 
any needs test hut aenerally relied on "self- 
declaration of need* bv proqram participants. 
The remaininq five states used an income 
standard as one basis for determininq eliqi- 
bility, with the maximum oualifyino income 
ranqinq from 135 to IBS percent of povertv- 
income quidelines. Two of the eiqht states 
specified that anvone over 60 vears of aqe 
could participate in the proqram reqardless 
of need, and one state used unemployment as 
eliqibilitv criteria. 

— DiRtribution frequencies and Quantities of 
products wade available to participants 
also varied. In some states and localities 
distributions were made monthly while in 
others they were as lonq as 6 months apart* 
Also, some states and localities provided all 
participants the same Quantity of product ? 
others varied the quantity based on household 
size, (See pp. 6 to 8.) 

Controls over the distribut ion of products were 
qenerallv inadequate to prevent proqram abuse. 
Only two states required participants to show 
both identification and proof of eliqibilitv. 
One state reouired participants to show identi- 
fication onlv. In the remaininq five states, 
local distributinq aqencies did not qen*rally 
reouire participants to* show either identifi- 
cation or proof of eliqibility. Identification 
helps deter individuals from usinq fictitious 
names and provides a basis for checkinq on 
whether individuals received multiple Issuances 
of products. (See np. 8 to 10.) 

Throuqh March 1933, FNS encouraqed the states to 
expand their proqrams by usinq more liberal eli- 
nihility criteria and hv increasinq the Quantity 
of products qiven participants. GAO noted 
instances where reqional officials successfully 
encouraqed the states to use more liberal eliqi- 
bility criteria. 

Until April 19B3, when FNS cut back on the Quan- 
tities of products made available, the states 
were able to order virtually unlimited amounts 
with little or no concern about the Quantities 
of products qiven individuals. In one state, a 
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seven-person household was entitle to 15 pounds 
of cheese each month i however , based on USPA s 
household food survey , l the averaoe seven- 
person household normally consume less than 7 
pounds of cheese a month. (See pp. 10 to 13.) 

Leqi slat ion enacted on September 2, 1983, 
extendinq the proqram throuqh fiscal year 1985 
requires several proqram chanues which should 
result in more uniformly administered state pro- 
qrams. A*.ooq other thinqs, the law reouires 
each stale, with the Secretary of Agriculture s 
approval, to establish proqram eliqihility cri- 
teria. Also, the Secretary is reouired to 
CI) provide commodities in such auantities as 
can be used without waste, (2) assure that the 
commodities provided do not displace commercial 
sales, and (3) minimize, to the extent practi- 
cable, the requlatorv, recordkeepi nq, and paper- 
work requirements imposed on distributinq 
anencies* 

» 

Penardinq commercial sales displacement, the act 
reauires that the Secretary must not make com- 
modities available in anv auantitv or manner 
that he determines, in his discretion, mav sub- 
stitute for the same or any other aqricultural 
product that would otherwise be purchased. As 
discussed below, this reauirement will be dif- 
ficult to implement* 

FNS issued interim reaulations implementinq pro- 
visions of the September 1983 act on December 
16, 1981. Althouah the interim reaulations do 
not provide specific quidelines to the states on 

elioihility criteria And proaram controls, the 
Diieet ;>r of FNS * Food Distribution Division told 
^AO that the final reaulations, scheduled to he 
ir.sued in Parch 1984, would provide more spe- 
cific quidelines. (See pp. 15 to 17.) 

HI S PJpACK ^FKT OF COHMK PCIA L FAl^FS 



The effectiveness *>f the special distribution 
proqram in reducina HSDA-owned dairy products is 
diminished to the extent that the products niven 
away displace commercial rales. Displaced sales 
increase market surpluses which USDA is obli- 
uat.od to purchase under the Hairy Pr ice-Suppoc t 
Program. Such purchases offset, in part, the 
inventory reductions resulting from the distri- 
ct ion r roar am. 



1 usdA makes periodic surveys to determine the 
types and nuantities of food eaten by various 
income-level households throuuhout the country* 
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usda's inventories of cheese and butter products 
have continued to increase because the produc- 
tion of dairy products has exceeded sales. At 
the end of fiscal year 1981, just before the 
prouram beqan, IlSDA's inventories of butter and 
cheese totaled about 1*1 billion pounds compared 
with 1.5 billion pounds at the end of fiscal 
year 1983. {See p. 22,) 

A June 1983 USDA study and most dairy and retail 
industry officials GAO a*et with attributed 
recent declines in commercial rales of cheese* 
in part, to the special distribution program. 
The USDA study, which analyzed estimated 
decreased national sales of American- type cheese 
of 5.1 percent in the fourth Quarter of 1982 and 
15,2 percent in the first quarter of 1983, from 
vear earlier periods, stated that it is diffi- 
cult to ass ion any cause for the decline other 
than the surplus cheese donations. The USDA 
study noted that monthly distributions of cheese 
averaged about 20 million pounds in the last 
ouarter of 1982, or about 11 percent of national 
Kales, compared with 43.2 million pounds in the 
first ouarter of 1983, or about 2B percent of 
?;ales. 

Both the USDA study and industry officials said 
that there had been a lona-term upward trend in 
sales of Airer i can- type cheese until UFDA heoan 
dirtributina larae Quantities of cheese under 
the prouram. The upward trend in sales of other 
types of cheese cont inued. 

Pased on USDA estimates, national cheese sales 
increased by 2.3 percent in the second Quarter 
of 1983 and decreased by 16.4 percent in the 
third a.jiirter of 1983, {torn 1982 uuarters. 
r£!»A provided the states with about 1*>1 million 
^oundb of rheese during the second auarter of 
1<*83 .ind with about 98 million pounds of cheese 
riurinq the third Quarter of 19B3. {See pp. 19 
to ?2.) 

Thwe van a aeneral ronrenfiun aitonq government 
^nd industry officials c;AO talked with that 
prt«)ijc< s distributed under the program displace 
* ome r<mmerciai rales. No one had information 
showing the extent of such displacement by 
rtate. c,AO believes that no one can calculate 
actual dirplac* a.ent without detailed informat ion 
on, amonu other thinas, the extent, to which the 
initial recipients uive some or all of the 
cheese they receive to others. Fven thouqh a 
rurvey of program participants might, in theorv, 
ya^ld r.uch i nf orir.at i on , HAO did not survey pro- 
gram participants because (1) it was impractical 
to survey ^nouqh participants withifi the time 
fraf*e of the study to provide the necessary 
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confidence l^vel for a statistically projectahle 
sample, (?) most states aid not keep records on 
the nurcbrr or identity of program participants, 
and (3) there were concerns about the ability of 
recipients to accurately recall how much cheese 
they had purchased and consumed • 

Because of the 1 -ck of empirical data, GAO chose 
to estimate, with the help of a consultant, the 
amount of cheese that would have been displaced 
in eiaht states under certain stipulated condi- 
tions or assumptions. These assumed conditions 
include, among others, that; 

--participants did not qive the cheese they 
received to others. 

--participating households would forego normal 
purchases of cheei,. when equal or qreater 
uuantities of the saine or similar type cheese 
were aiven to them* 
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